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1. INTRODUCTIOK 



The R esearc h Questrion . 

The study of business orsanizations relative to 
their successes and failures has become a significant 
pastime for businessmen, and provided considerable income 
for some micro-eccnornists , academicians and magazine; 
v7riters. Empirical knowledge has been the fou'ndation of 
business theory and filltid in vdnere there has been no 
theory. 

Emulation of successful organizations by those that 
are seeking the; ligrit of truth .is bciing practiced constantly. 
General Motors * decentralized success under Alfred P, Sloare 
V7CS iaiitated by many in an effort to achieve financial gain. 
Unfortunately, in borro'wing methods from another organization, 
all attending conditions must be considered in order to be 
x'easonably sure of sj.milar results. All too often this was 
not done by General Motors admiraj^'s who discovered that 
decentralization was not the Midas touch. 

Likewise, the purpose of this thesis is not to show 
exactly why a large corporation i;i succtissful, but to possibly 
shed so.me light on V7hat is widely recognized to be the most 
valuable resource of that corporation, its management. 
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The International Bu.siress Machines Corporation 
(hereafter referred to as IBM) is often reputed to be 
one of the most successful modern corporations in the 
United States and the v/orld. Evidence of this success 
v?ill be explored in Chapter 11. For no’v7, it should be 
suffic3.erit to kno',7 that it is an organisation of rapid 
and consistent growth, now controlling soma 70 to 80 
percent of the v.’or] d data processing equipment market. 

Naturally, there cire many IBM watchex'S, both 
professional and amateur who have v^irying opinions as to 
the key(s) to IBM's noteworthy record. Some of the 
reasons often stated are; computer hardwc\r-e x’eliability’, 
devotion to research in many areas; superior programming 
and softv/are technologies; concentration on and perfection 
of salesmanship; seemingly unlimited customer support; 
superior manufacturing capabilities; maintenance of a 
high quality corporate image; selective h3_ring and promotion 
techniques; lots of cash and sufficient size to cibsorb the 
consequences of mistakes. 

All of the foregoing seem to be legitimate contribu- 
tions to the IBM success story to a limited extent; however, 
there is one more factor that is almost universally pro- 
claimed and is more pervasive than those mentioned; 
superlative management. IBM’s management practices are 
noted as among the most successful in modern industry. 
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Thei9e practices are rot written in IBr-i cioctrine since 
they are enocuted as dictated by the situation. We 
cannot, then, eKaniria these practices, but we can gain 
some insight into the people v;ho generate the decisions 
and see that they are executed. 

It may be said that IBM’s management practices 
are a function of its executives or managers. Management 
after all, cannot stand alone vrithovit formulation, inter- 
pretation and execution by executives. The main research 
question of this thesis, then, is to pinpoint the charac- 
teristics possessed by IBM top management personnel that 
may contribute to IBM’s extraordinary record, current 
status and future prospects. In examiriing this area, we 
should be able to analyze similarities or differences 
within the top management group, and also characteristics 
of that gx'oup that may either set i.t apart from other 
corporate managements or associate it with successful 
organizations . 

Before this main question can be analyzed properly 
however, other more basic questions must be rcseax'ched ; 
Has IBM really been successful and what constitutes that 
success? How is IBM organized? 'what are the key areas 
of that organization and who are the top managers? Are 
there any notev/orthy characteristics peculiar to top IBM 
managers that are either similar to or different from oth 
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successful ir.d US trial organ iz at ions ? Where has IBM 
succeeded that other sinilcir corporations have or liave 
not? How will IBM top management react to changing 
social attitudes of the future? 

It is expected that .the answers to these questJons 
w’ill display IBM's management proficiency in its most 
fundamental clement; the people v7ho make the corporation 
vrork the way it does. This is an effort to characterize 
IBi'i top level managers in terms of v;ho they are and V7here 
they come from as applied to V7hat they do and v;hy they 
do it. 

Sco pe and Qrg an iza t ion of the Study 

In order to gain an adequate understanding of IBM 
management and attach the proper significance to the 
examination of that managemant, it is Jiecessary that 
this thesis take on the structure of a case study. The 
first premise that must established is that IBM is 
indeed successful and significantly so. This is done in 
several V7ays. 

IBM’s cvirrent standing among major U.S, industrial 
corporations is shown along with historical trends and 
future projections. Also, an examintion will be made of 
trends of various indicators, such as earnings in several 
forms. These are particu lai:ly interesting V7hen related to 
stockmarket expectations and stock performance. 
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More specif 5-C comparisons v7ill be made between 
IBM r: nd sirailar corporation? such as Polaroid, Xerox, 
Control Data Corporation and the Univac Division of 
Sperry Rand. In this v;ay, parallels and divergences 
can be dra'i/x': to lend insigiit into manageraer.t characterise- 
tics exhibited in the same or similiir markets. 

The last phase of IBM's success is often seer! 
as the biggest limiting factor, and should therefore 
be examined : legal conf roj-tation, La'-rsuits have 

provided some of the stormiest episodes in IBM's histot'v 
and will probably continue to do so. The very liaturo 
of its size, grov;th rate and nierl^et dominance have 
made IBM vulnerable to this avenue of attack. Many IBM 
vxatchers sec legal action as the only significant 
inhibitor to continuing growth and domlriance , 

To be fully appreciative of IBM as a. commercial 
insitution it is necessary to understand its history, 

IBM is built to a greater extent than most corporat.lons 
on tradition and dorriinant personalities. An understanding 
of these traditions and personal inflviencas is vital to 
corporate behavior, even v.ov in a dynamic business 
e nv i r o nme n t . 

To this end we will examine the formation of IBM 
by its noteworthy organizer and driver, Thomas J. Watson, 
The patterns of growth from the meager early 1900 's to 
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the present colossus will be explored. And finally, we 
vviLl become acquainted ^.'^ith the llh-i corporate beliefs 
and gocls a.s ovitlined by Thomas J. ''.■/atson, Jr., inheritor 
of the IBM family legacy and Chairman of the Board. 

These philosophies are sometiraes discounted as having 
Less meaning in today's business than they once did, but 
are essential to the appreciation of the IBH way of life 
and aura of success. 

Next, it is necessary to look at the present IBM 
corporate organization. The organization itself and 
the rationale behind that organization is described, as 
V7ell as trends in that organization. The most apparent 
reason for outlining the 1B;T organization is to ascertain 
key organization positi.ons vrithin it. The men filling 
these positions are those that will be analyzed in the 
following chapter. 

Designation of top management is the first 
necessary step to analysis of IFu'I managers . Basically, 
they are; the Chairm.an and Vice Chairman of the Board, 
President, Executive Committee Chairman, all Senior Vice 
Presidents, all Vice Presidents, all Group Executives, 
all Division Senior Executives or Presidents, the Secretary, 
the Treasurer, and the Controller. Other members of the 
Board of Directors are excluded because they are recruited 
from other institutions and may not necessarily reflect 
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IBM manae^aiuont developraant and piiilonophy. 

Biographical info relation on Chase individuals is 
analyzed relacive Co Che IB.h Executive group and Co other 
leading industrial corporations. The infor-naCion extracted 
is: age, formal educatiorij occupational background, 

tenure v^ith IBA, promotion pattern and other less tang5.ble 
overall group characteristics. Tabulation and comparison 
of this inforraation is used to show hov? IBM managenaent is 
different from some other successful organizations, and 
how it is to a great extent internally homogeneous. 

Exploration of historical or present traits is of 
little value unless projected into the future. The last 
area of research is therefore involved vjith hov; IBil vaill 
react to fuCi:re situations. Ansvzers to several questions 
will be attempted: Will the current emphasis on marketing 

continue to be as all-iUervasive? '.-.Mil the technological 
explosion change management patterns or the principle 
sour'ces of top managevaent personnel? Kow will IBM 
respond to the increasingly important role of social 
responsibility? Will IBM top management recruiting and 
promotion practices be affected by such social attitudes 
as anti-establishment sentiments, trend of college graduates 
av7ay from business careers, and increased employee mobility? 

It is assumed that these are questions for which IBM 
itself may not yet have the answers ; yet they are germsine 
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to 5.ts future status and worthy of Epaculatj.on. IBM 
trades to a great extent on its image as an icon of the 
industrial community, and as such v;ill probably continue 
in attempts to embellish that image. In trying to answer 
the above questions, further insight into the IBM corporate 
management character is developed. 



Research and Ana lys J^^s Metho ds . 

The research methods used v?sre of three basic 
types; Library reading, interviev?, and correspondence 
inquiries. Correspondence inquiries were addressed to 
IBM corporate offices. One interviov? vras conducted v?ith 
a local IBM information representative. Other conversa- 
tions have bean conducted v;ith various IBjM customers and 
employees prior to formal commencement of the thesis 
research effort. 

Current periodicals v'ex'e the source of the chapter 
related to IBM success. The variety of sources is v5.ewec1 
as being objective testimony to success patterns. Three 
books furnished background information for both the 
historical chapter and the chapter on IBM success. 

Material on IBM organization was obtained through 
an interviev; with a local IBM information office and recent 
IBM Annual Reports to StoeJehoLders . Biographical material 
on top management personnel v;as obta.ined through correspondence 



9 



\j i f 1 1 1 3M c o r p o 



te headquarters ard various business 



inquiries . 

Information axiCl opinions on the future of IBM vxas 
also obtained through correspondence vxith corporate 



headquarters , var.ious periodicals and books, along vxith 
a certain amount of personal speculation^ The value of 
these judgraents In enhanced through peirsonal exposure to 
IBM employees, IBM ex^employees , IBM customers, and 
customers of other competing corporations. 

One other book. Top Kana p;erne ri t ^ , is partit-ula:':!! y 
helpful in corapax'ing IBM top management characteristics 
to those of fifteen other leading U.3. industrial 
corporations. The various biographical qualities pre- 
viously mentioned are tabulated for the 43 IBM executives 
selected and percentages extracted. These percentages 
are thexi compared to those of the fifteen surveyed 
corporations for similarities and differences. 

It is realized that analysis based solely upon 
information from IBM is of necessity not alvjays objective. 
It is felt, however, that the diversity of articles and 



books, in addition to personal experience, provide the 
objectivity required. At times the comments contained in 



^Paul £. Holden, Carlton A. Pederson, Gayton E. 
Geritiane. Top M anagiemart . (New York: McGraw-Hill Book 

Co., Inc., 19S7). 
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this thesis may appear to be slanted toward IBM, but this 
is because IBM’s progress has in fact been most exceptional. 
And it is because of its exceptional long term record that 
IBM is selected as the object of this research. 



II 



IBM SUCCESS 



Curr e n t Stand iri g . 

GiLbei't: Bi'i-Ck ar,cl the Editors of F or tune have 

s taCod : 

"IBM's niovement to competitive strength is not 
yet equalled in industry."^ 

"nO capital goods industry has grov/n so fast 
[^as the computer industryj, I\o capital goods industry 
has been so dominated by a single company [xBrJ , "2 
A recent issue of Bu siness We e k says : 

Fev; if any companies dominate their 
major markets the v?ay Internat ional Business 
Machines Corporation doss » . . a company so 

highly vaunted for crisply efficient 
management . . . 

Such comnients are strong testiitiony regarding 
IBM's present position in the marketplace. It is not 
possible to quote the precise share of the market 
controlled by IBM because there is no agreement on a 
percentage figi^re. IBM competitors and the Department 

1-GiIbert Burck (and the editors of Fortune). The 

Comp viter and it s x^ote nti al for Managemen t. (ilew York: 

Harper and Row, 1955), p. 67. 

2QiIbert Burck. "The Computer Industry's Great 
Expectations," Fortune , August, 1968, p. 92. 

2"v’hen Products Fail IBM's Tough Test," Bus iness 
W eek , L)e comber 20, 1969, pp. 20-L, 
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of Justice estiTT.aCe around 80 percent. IBM %vill admit 
to sornething short of 70 percent. Fortu jg cl.nims 1B2-I 
control to be 70 percent and stable.^ 

Some comment about the market in \/hich IBM competes 
is in order. It can be categorized into hardv-are 
(computers) and software (programs and systems). The 
software market is worth nearly .>2 billion annually. 
Roughly three-fourths of it is controlled by hardware 
manuf acturers j and three-fourths of that is controlled 
by IBM. 2 

The hardxjare market is expanding at a rate of 
about twenty percent per year, and now totals about .$14 
billion per yeex . It is expected to reach about $30 
billion by 1912 ^ and IBM is expected to maintain its 70 

■3 

percent plus share,' 

It is foreseen that the computer or information 
sciences industry V7ill continue to expand significantly 
as has bean the case since it began in the early l950’s. 
The reason i.s that the technology feeds on itseJ.f, 
expanding man’s c.rsativity and ability to learn. Kev? 
technologies are devised and new information justifies 
new pursuits. In the business v7orld , automatic data 

^Burck. "Great Expectations," p. 92, 

2 Bur c k , The _ Comp ute r and its Potentia l f or 
Managem ent , p . 137, 

^Burck. "Great Expectations," p. 145. 
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proce3sir.5j has been sold mo::e to luraish inf or '.at ion 
and boLter manaseiT.ont techniques than to streaoiline 
existin .3 rrethods. In a more material aspect, computers 
are just nov able to learn by expex'isnces tlrcou.ch 
heuristic piro^raminins, Comxjutors au-'o also being used 
to design other co:;U>uterS''~the beginnings of a sort of 
me c h a n i c a ]. !.>r o p a g a t i o ■ . 

v'estern man's involvement with automation is now 
nearly irrevex'sable . Return to manual methods in the 
business v?orld is all but unthinkable. iiost scientific 
achievements to date v7ould be stagnant, if not nullified. 

Rerhaps a more meaningful indication of 1 Bid's 
stature in the industrial community is its position 
x'elative to other leading indus Ltoial corf>orations in 
recent past years. National rankings according to 
For tune provide possibly the most substantial picture 
of IBh's conr^ara t ive progress over x'ecent years . ^ 

In the area of gross sales, IBM has risen from 
eighteenth place in 1963 to tenth place in 1965, then to 
seventh place in 1967 and finally to sixth place in 1968.“ 
During that period IBM has jumped ahead of Westinghouse, 
Bethlehem Steel, Mobil Oil, DuFont, Texaco, and U.3. 

l-"The Top 500” (Industrial Corporations), Fort une , 
May 15, 1969, pp. 12L-5. 

^1969 statistics are not yet available. 



14 



Steftl in sales. 

In net income, 13i; has overtaken Ford .-lotor 
Go., Gulf Oil, Standard Oil of California, Texaco 
and DuPont, in pro.sressirs from ninth place in 1963 
to third place in 1968,^ 

Other Fortune statistics shov; that IBli ra.nks 
number five in liumber of employees in 1968 , number 
seven in total assets, and number six in investment 
capital. IBF. has advanced from tv/na ty~second to 
nineteenth in net income as a percent of sales, and 
frora sixty^sixth to thirty-seventh in net income as a 
percent of inv^'es trnent capital . between 1967 and 1958 . 

IBK's grovnth rate v;as forty-fifth araong the 
top five hundred industrials in 1963 . Although IBh’s 
grovvfth is noteworthy it probably ranks no higher than 
this because of its already considerable base against 
which grov7th rate is measured. 

The total market value of IBM comrnon stock is 
the highest of all industrials and its price per share 
is the highest on the New York Exchange. In the ten- 
year period from 1959 through 1968 , IBrt stock splits have 
totalled 280 percent. This information is relatively 
uniraportant except as a gauge of investor’s expectations 

^"Here Comes IBM," Forbe s , March 1 , 1968 , p. 48 ; 
and "The Top 500 ," Fortune , i-;ay 15 , 1969 , pp, 121 - 5 . 



with regard to future loi-i lasrLet potential and ec.rning 
povror. This infornation beco;;es more significant when 
viov'ed in conjunction v?ith Exhibit 1^^ 

Although the price -earnings ratio for 13i-i coramon 
stock has been so high as to g5.ve some market watchers 



cause to think the price will someday tumble of its 
ov/n x’oightj^ L'xhn.bit 1 shows that this indicator- has 
so far been ignored by investors, probably due to 
steady and irapressive grov?th in earnings, shareholders, 
and expectations of future earnings potential. 

Com pa rison f’it h Siraj.la r Organj.aat ions 

When examining a corporation it is often useful 
to obtain some knowledge of other organisations of the 
same type. In order to achi.eve a vrell rounded compara- 
tive picture, two corporations of similar character vzill 
be discussed, both of high rr.arl:eting and technological 
competence, but not necessarily competing in the same 
market: Polaroid and Xerox. Kext, tv/o other corporations 

v;ill be examined V7hich are the strongest competitors with 
IBM in the data processing v;orld : Control Data Corporation 



^Mo ody’s I- l andbook of Common Stock s, Third Quarter 
1969, p. 502; and IB:-. Annua'l Re port, 1968, pp. 56-8. 

2Earnings per share in 1969 were $8.21 with the 
market price of coarmon stock near $350 per share. . 

• _ • market price per share fs350 „ ao c ) 

^ earnxngs per share \So.zi / 

Price-earnings ratios for the Fortune Top 500 companies 
average about 17 to 1. 
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and the Univac Division of Sperry Rand, 

A. POLAROID, 

Along vrith llih and Xercoc, x^olaroid is known as 
one of the leading growth stocks."^ Further, Polaroid 
ranks tvrenty-f irs t among industrial corporations in 
total stock market value, but only 344th in sales. 

This seeming paradox is attributable to the theory 
that the stock price is based on faith in Polaroid’s 
marketing, technology and public imago in the form of 
anticipated ear*nings.^ This is apparently the same 
type of faith investors show in IBM, 

There are also other s5.milarities . Polaroid is 
mostly the product of one man’s personality: Sdv7in H, 

Land, founder, President, Chairman of the Board, and 
inventor of the self -process ing camera. His close 
associations with Harvard and MIT have given him valuable 
technological allies and a wealth of status. 

Technology and patents play a large role in 
Polaroid, as they do in IBM; however, in both organiza- 
tions, technology generally proceeds more rapidly than 
patent life expiration. Polaroid is continuously 



^Adam Smith, Th e Money Gams . (Nev? York: Dell 

Publishing Co., 1969), p. 180. 

^"Polaroid." Forbes , June 15, 1969, p. 42. 
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devol.opirig nav? techniques to stay ahead of wou],d-ba 
competitors. One of Land's objectives is to raake only 
products or features v;hich otrier compan5.es are not 
vrilling or able to produce. 

Polaroid views its .camera max'keting effort as 
mostly a p.rereqiiisite to film sales. That is, the more 
cameras that are in the public’s hands, the more film 
will be sold. One of Polaroid’s major advantages over 
t3ie patriarch of tlie industry, is that Kodak signed a 
consent decree in 1954 5.n answer to restrai.nt of trade 
allegations prohibiting marlceting of film processilng 
as a part of the price of the- film; in Polaroid’s case, 
suc’n separation is not possible. 

Marketing is as junportant to Polaroid as it is 
to IBM. In fact, Polaroid’s success is more valdely 
attributed to market 5.ng than to technology. Markets 
are carefully picked. Television and magazine e::posure 
recently aimed at the youtli market is now stninulat ing 
Camera and film sales i.n supermarkets. Attempts are 
be5.ng made to develop increasingly smaller cameras so 
that nearly anyo.ne can carry one as a convenience item. 
There will then truly be a mass market for Polaroid film. 

Edv.’in Land started as a technician, but nov? has 
become a very co.mpetent management executive. His 
• management policies are interesting and in many ways 
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dlffcraivu from those at IBi', He does rot bsl3.evs in 
scientific laanasernent , does not v/rite long nv.-h:\os, and 
does not have a coiopany orgenization chart. Land does, 
hov’Gver, take considerable interest in his employees, 
frequently telling them iriformally vrhat Polaroid is 
doing and where it is going. In this effort to preserve 
the small compo.ny atmosphere, he is following the same 
goals held by IB:h On the financial side, Land is 
somewhat of a vrnique thinker. He sees no point in 
acquisition of other companies and divex'sif ication, 
though Polaroid stock value would make such a strategy 
easy, }!e also refuses to finance operations through 
long term debt. All production increases to keep vtp 
with marketing plans are financed tlrrough increased 
stock sales. The theory is that the stock base is 
large enough <and prospects are good enough so that 
earnings per share aren’t significantly diluted. 

The above comparisons betvneen Polaroid and IBh 
are useful in understanding the philosophies of expanding, 
successful corporations. Polaroid is currently pointing 
towards slides and movies, v;hich may pave the road to 
overtaking Kodak. it is possible that Polaroid may even 
become a participant in IBrPs market through the photo- 
graphic recording or production of data. The main similari 
in philosophy botvreen the two is their emphasis on market in 
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rj. xe'.io.-: 

Xerox is Oiscussed here as a company whose growth 
reseiabies that of iDih ’cut w'hich is not an IBli corape titor 
in the data processing market. In reality, Xsirox recently 
acquired control of successful Scientific Data Systems and 
is now in IBtl's territory under the new name of Xerox Data 
Sys t cnis ( XOS ) . - 

Xerox vras founded in 1905 under the name Halloid 
Co. v?hich produced photographic papers. Today Xerox 
competes with many companies in the copying business, but 
protects its techniques of copying on ordinary paper Vvith 
some 500 patents. Since 1950,- Xerox sales have increa.sed 
18 times, profits 37 times and market value of common stock 
50 times. Profits have grov?n at a rate of tvrenty per cent 



for six consecutive years. 

Again, Xerox places greatest emphasis on marketing 
with a 7,800-rrtar: national sales force. The technology and 
application of copying has evolved into business systems, 
v/itii salesm.en acting as business consultants in trie same 
xray computers a.re marketed. Xerox national grow’th rate of 
fifteen percent per year is exceeded only by its expansion 
abroad.'^ its international nature is very similar to that 



^-''Portrait of XD3 After its First Day in Business", 
Busi ness Week . December 20, 1969, p. 90. 

2"Nev7 Top Copy at Xerox," Time , May 24, 1968, P. 92. 
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O jf ihi*'!. 

Like many corriouter manuf acture-rs , Xerox rents its 
maohires v’itli ar- ac’ditional visacs copy. This type 

of marketing provides deferred, but steady cash flov’s into 
the company enabling it to 'expand under s tcible financial 
planning. 

Xerox has capitalized on scientific development 
to form a sound technological base. Its management's 
visionary attitudes on expanding business markets have 
made it very similar to IBM. The company has shown high 
profits and investors have reflected the same high 
expectations. As XOS it may soon be competing v?ith IBM 
in the area of information systems. 

C . UNI VAC 

The Univac Division of Sperry Rand has perhaps 
the longest experience in the computer field of any major 
company. It v?as in 1950 after IBM had chosen not to buy 
the first electronic computer developed by J. Presper 
Eckert and Dr. John W. Mauchly that Univac acquired the 
Eckert -Mauchley Corporation and their Eniac. In the 
following year the first UNIVAC I was produced.^ 

From that time on Univac became a household word 

i Thomas Belden and Marva Be Id an. The Len g thening 
Shadov7. (Lev; York: Little, Brown and Co., 1962), 

P. 261-2. 
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resulting 'from its role in tc.bulc.Cing and forecasting 
election returns. Unfortunately for Univac, its 
nanagornent v?as neither cohesive nor perceptive enough 
to capitalize on the newfound iinage, Univac ' s share of 
the computer market v;as one hundred percent in 1952 and 
dropped sharply thereafter. 

Univac from from the outset a technologically 
oriented organization. Senior management seemed to 
lack the vision to sea how commercial business v;ould 
develop. 

Univac Preside.nt, Robert E. MeDoi'»ald has said, 

We developed some outstanding machines 
in the large-scale and real-timia area, but 
V7e never mounted the marketing organization 
to sell them. , , 'We always underes tirncitcd 

the po',7er of the com.puter. We couldn’t 
visualize 3wcs influence.^ 

There were also open management conflicts in 
the organization. When design faults v?ere found in 
the URiVAC 1 there was much shifting of blame and 
accusation. Ami-dst the fviror, several of Univac 's 
best people resigned, am.ong them William Morx:is, nov7 
Chairman and President of the formidable Control Data 
Corporation. It is obvious there were no clear lines 
of authority. Management visibility was fuzzy and 
problemiS v;ere difficult to pin down. 

^"Univac Comes In From the Cold," busin e ss We ek, 
KoveeVoer 22, 1969, pp. 161-3. 
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"3y today's standards, Univac's first 15 yocirs 
were* almost cornplely unplanned.", McDonald says.^ 

Until recently, llaivac's organization may be 
characteriricd by absence of goals, undorestiinat 2 .on of 
the product, lack of planning and organizati.on, manage** 
ment bickering, ahd lack of salesmanship and marketing 
em.pha.s is . 

Gilbert Burck has said, "Few enterprises have 
ever turned cut so excellent a product and managed it 
so inept] y. 

.lore recently, hov;ever, Univac has recovex'ed to 
some extent under the guidance of . Dr. Louis R^^der v?ho 
moved from International Telephone and Telegraph, and 
vmo has since left Univac for General Electric. In 1963 
Univac increased its dollar volume of installed computers 
by 23 percent. Its sale of the Air B'orce base inventory 
control system for $50 million v?as a milestone. Massive 
v7riteoffs of obsolete cqvTiprnent have at least been 
partially compensated for by a constant lease-to-sale 
ratio providing steady cash flovzs.^ 

^I bid . 

2 Burck, The Computer and its Pofentia l for 
Management , p. 42. 

^"Company Reviews --The Big Fight Companies." 
Moody's Co m puter Industry Surve y, Fall, 1968, pp. 281-2. 
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Univac riOVv" seems to be snapp3.ng out of its long- 
term slump through expert, market-or ientec'! planning 
coupled V7ith its still formidable technological expertise, 
Univac has shown profits during the past three years for 
the first time since many can remember. Emphasis toward 
large multi-processing compu tears having communications 
capabilities is evidence that Univac rnanagcuiont is shov^ing 
the perceptiveness of technological application to future 
markets so necessary to such a dynamic industry. 

Univa.c’s progression or regression since 1950 
has been almost opposite to that of IBM. Successes in 
the marketplace have; been sparce for Univoic and abundant 
for IBM because of organization, planning, marketing, 
and above all, management. Where IBM has been firmly 
dedicated to these four areas, Univac has shovm I'iOglect. 
The results are startlingly apparent. 



D. COKTkOL data CORPORATIOI: (GDC) 

In 1956, the Univac dropouts, headed by v/illiam 
Morris formied the most notable nev? computer corporation. 
It is now coming close to overtaking Univac siS the second 
largest manufacturer of computers, next to IBM. Its 
revenue from sales, rentals and services blossom.ed to 
$438 million in 1968.^ Only GDC, Univac and 13H are 



^''Gontrol Data Tackles the Giant," Business W eek , 
June 28, 1969, p. 148. 
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currently earning profits j n the data processing luarket. 
Its profits are second only to IBM in the industry.^- 

Cl)C has made this progress by coroxieting in the 
market where the dominant IBfl is v;aakest, Large-scale 
scientific machine;;. Lateiy, however, GDC has been 
expanding into an entire product line and looking more 
and more like. lEiM. - 

Most of CDG's business has been in rentals so 
that much income is deferred. Because big chunks of 
capital are required for expansion, GDC has acquired 
control of the Commercial Credit CoT.ipan}’' and actively 
sought more business tarough outright s-ales. 

One of Morris* objectives through expansion is 
to achieve a la'rge enough financial base to house IBM- 
typo risks. Previous marketing targets have beeii 
goverriment and unxversrtxcs , but now business applica- 
tions are beginning to require systems as large as 
scientific v7ork so that GDC is in a position to penetrate 
the commercial market to a significant extent. 



^T. A. '.Jise, '^Control Data’s i’ewest Glif fhanger , " 
F ortune , Febin’ary, 1968, p. 126. 

^"Control Dat.a Digs its Goldmine," Bu sin e ss Wee k, 
September 28, 1969, p. 59. 

3/,'ise, "Control Data's Magnificent Fumble," 

P. 165. 
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Along v?ith greater raanufac tuning facilities 

being built to accor.i'rodate this expansion, a greater 

marketing force is being developed. CDC*s advancements 

in technological design of large computers is seen to 

be two years ahead of IB.-ii ' however , Norris sees the 

need to overcome the IBr; reputation. The answers i.s 

apparently better equipment and customer support.- 

As v;ith IBii and Polaroid, GDC is largely the 

manifestation of key personalities. Seymour R, Gray 

is among the leading computer developers in the world. 

It is his influence that is chiefly responsible for GHG’s 

o 

technical excellence.- 

The most dominant perso’''ality is that of ‘/illiam 
Morris, v?ho is said to be tough, scasor.ed, autocratic 
and a carefv’.l handler of money. His goatl is to be the 
"Ford'* of the computer industry, conceding dominance 
to lEi;. H.i.s leadership has boosted company morale to 
an exceptional level th.rough a venturesome spirit. 

Morris has fathered a taut, fast-moving, enthusiastic 
and fluid organixa t ic • . In fact, it is Morris who is 

^wise, "Gontrol Data's Mewest Glif fhanger , " o. 177. 
2"Gonl:rol Data Tackles the Giant," p, 148, 

3,-/ise, "Gontrol Data's Mewest Gliffhanger, " 

P. 12.7. 
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almost s inyjularly inspiring current legal actj.on 
against IBii in v;hich has all tha earmarks of a lasting 
c o nf r o nt a t io n . 

At the present tine GnG appears to be most 

serious competitor and a dynamic force in the computer 
luarket. Its characteristics are very si.rnila:c to 13h*s, 
COG is agressiva and building a sizable marketing force. 
The q’uality of its equipment is V7ell established, i-Iost 
important, its raanagernent is perceptive and has clear 
goals on where the future lies. This feeling is passed 
thj-'oughout the organizatio.e so that eraployees are 
convinced they are members of a v/inring organization. 



Leg a l Gonf r SiPLCi? 

Lawsuits have provided sorae of the largest 
stumbling blocks in IB.'t's road to success. Yet these 
confrontations have played a large part in niolding the 
13Pi character, and have in many ways clarified corporate 
goals and s tx'engthened the resolve of the organization 
to survive and excel in the fact of government threats. 
To soma extent, IBM’s reputation for fair dealing and 
quality marketing v/as spawned thirough federal government 
legal action. 

Tlie pattern started to foxnn in the early 1900 's 
before IBri, v;hen Tho.mas b'-^tson, a sales manager for the 
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■'latiorial Cash Rasister Co. (r.CR), was plro: 
of cloaLin^ V7ith coavotirij companies , Watso 
pursnocl his compo fition in the used machine 



d in clii 



n vigorously 
mar Ice t by 



secretly '‘inducins" by various means many of tlic smaller 
used cash register dealers* to sell out to his duansy 



company. 

One prominent tactic used against nev? machine 
competitors v?as to make a machine that looked like the 
competit5.ve model and sell it for less than the competi- 
tor's machine, or build in features causing it to fail 
prematurely, leaving the impression that competitor's 
cash registor.9 were inferior, • These were- called 
“knockout machines,” peddled by "knockout squads” or 
“knockers ” . 

In 1912, Catson and several other KCR executives 
V7ere indicted on three counts of criiainal conspiracy in 
restraint of trade and maintaining a moroply, Early in 
the following year they v?ere convicted and sentenced. 

Watson V7as tagged for five years, but becav’.se of appeals, 
later good deeds and the omnipresent passage of time, 
the case merely died out and the sentence v;as never served,^ 
Apparently the experience made a profound irapression on 

^William Rodgers, Tnin k, (hew York: Stein 

and Day, 1969), pp, 44-5, 
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v-/atKon, for ore of his n'.ost offer spoken admonitions 
thron-shoot his day> at 1>',M was ''Do right,'". 

By 1935 IBM vras firmly established, and together 
V7ith Remingtori Rand, produced virtually all data xoro- 
cessing eouinm^nt in use, 'The U.S, governmient was at 
that time the largest iiser and w’as desirous of producing 
and printing blank punch cards itself in order to save 
money, Unf ort'inately, IBh's policy at the time was 
that no one else’s cards but IBK's V7ere of suifficient 
qualitj' to guarantee adequate m.achine performance, 
Furthermo3re , IBii and Univac had entered into an agreement 
v?hereby one company v.’ould not attempt to market its 
products .to fir;ns v7he.re the other was eixclusively 
employed . 

The government saw that such actions v?ere in 



restraint of trade. In ]936, IRH v;as convicted of 
restrairif of trade, b'ut Mr. VJatson alv/ays contended 
that IBM's practices v;are in the furtherance of aggressive 
free enterprise , 

Again, in 1955 the federal government had mis- 
givings about IBr.'s size and dominant capabilities. 

This tirae it v;as out to dissolve IBiMs policy of making 
its ma.chines available through lease only. Also, 13M 



^ Ibid . , p. 130. 
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had patent rights on a liigh speed press that v?as able 
to produce cards faster and more economj.cally than 
anyone else, to the extent that IBM again virtually 
monopolized all card sales. ^ 

In 1956, over vehement protesting by the aging 
Chairraan, Thomas v.'atson, Tom t/atson, Jr*. , then corporate 
i'residerit , signed a consent decree, paving the v?ay for 
outright sales of equipment and agreciuont by IBM to 
divest itself of card producing capability dov?n to 
fifty percent of the total availa;ble in the industry, 

IBM was forming an iraage as a vigorou-s competitor, but 
one which eager to play by the rules. 

And now IBM is once again embroiled in legal 
hassles, only this time the adversary has several heads. 
The Data Processing and Financial Corporation, largely 
a marketer of data px’ocess3.ng services, has charged 
that IBM's packaging of programs with computers under 
the same price structure is discriminatory, in that IBM 

O 

custom.o.rs receive preferential treatment.'^ 

The young and prosperous Control Data Corporation 
has charged ifjM v/ith restraint of trade through the 

3^i^< , p . 2 1 1 “ 2 . 

2 -'Another Great Divide", Forbes , 



P. 15 



Februax'y 1, 1969, 
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marketing of "phantom computers." That is, accordi-ng 
to CDC, whan CDC was preparing to announce their giant 
model 6600 in 1955, IBM announced their System 360, 
model 91 and persuaded many v/ould-be CDC customers 
to hold their orders to see if the IBM machine couldn’t 
do the job better. When the 360/91 failed to mateirialize , 
piu-marily because of programming and systems (software) 
delays, CDC President, william Norris challenged IBM’s 
intent. ^ 



More recently, CDC annovinced its latest super 
computer, the 7600 and some think that CDG’s legal 
assault is an effort to temporarily forestall IBM 
announcement of a competing computer and, therefore, 
gain a market advantage.^- Whatever the rationale, it 
is a formidable legal effort because of IBi.'s vulnerable 
position as the dominant figure in the market. 

There are also lesser lav7suits being brought 
against IBM. Typical of these is young Joan Van Horn’s 
accusation that IBM gives preferential equipment prices 
to its wholly-owned subs5.diary, Service Bureau Corpora- 
tion, in order to g5.ve it an advantage in the computer 
tiiae -sharing and real-time markets. 

^•"IBM and the Feds Hake Tlrree , " l ioody ’ s Com put er 

Industry Surv ey, Winter, 1968-9, p. 191. 

2 "Another Great Divide", p. I7. 
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Firirally, l:he Justice Departmerit , on the last 
workins day of the Johnson Administration filed sviit 
against IBM for being so 3 .'-. rge and dominant as to be 
monopolistic. The raain goal of this suit is divesti” 
turn by IBM of its various, divisions and perhaps 
restriction from certain markets such as time~sharing 
and r e ci 1 - 1 irae . 

IBk has declared that it will fight all of these 
suits vigorously, and of course, contends that they 
are ill founded. Since 1955, IBi'i has contented the 
Justice Department vjith the consent decree of that 
yeca’. Dut since. 70-75 percenj: market contarol is 
commonly aclcnowledged to be justification for anti- 
trust actions, IBM has been on thin ice. 

The most convincing argument put forth by IBil 
is that its development and expansion almost single- 
haiidedly spawned the data processing industry as we 
know it today, and that new companies are continuously 
starting and flourishing. Many other companies in the 
industry agree v/ith this. Also, IBM's careful observcince 
of nondiscr iininatory pricing and disdain for price 
cutting have constructed a price umbrella, allowing 
other firms to keep their prices relatively high.^ 

"Under IBM's Umbrella." For bes , July 15, 1968, 

P. 17. 



There 



arc raany who bel3.€;vs that: divestiture 



by IBh of many of its divisions and subsidiaries vriLl 
lead to dominance by many snal.ler lEn’s a.nd serve xio 
real purpose. This ^.’as in fact the case vxhen Standard 
Oil v;as ju.dicially broken up. With irdependert IBil 
spin-offs competing with other companies 5.n more 
specialized areas ^ rriany prospective customers nay still 
prefer the ex- IBM products because of past experience 
and the expectation that they v.’ill x'oeeive higher 
quality because of IBW's observance of the consent 
decree and the splitting Legal action. 

loM has alx-eady "unbundled'' its programming 
and software fro’n its hardx7are pricing structure and 
is nov7 selling it independently in competition v;'ith 
smaller softv7cire houses. The decrease in equipment 
prices is roughly three percent. .'low othe.r coraputer 
f irrus V7ill feel the pinch to do the same, like it or not 
Altiiough contij'iually faced v;ith Legal action.j 
IBM has built up a high quality reputation respected 
by raost customers, many competitors and the public. 
Whatever the outcome of the present legal skirmish, 
many agree that IBI . V7ill continue to be prosperous and 
perhaps turn adveirsity into advantage. 

Legally, IBu prov5.das a challenging opponent for 



the Feds. In 1965 



IBM hired Burke .'•larshall , fojrmer U.S 
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AssistarC Attori'^ey as its ger.eral co’-insel. 

i-.arshall is no"; a corporation Vice Vresidcr.t. li'i 
195” Nicholas ce B. I'atzenbach, former U.S. Attorr.ay 
Genera L,^- joined the 13.; le^al staff as tl:e current 
General Counsel. Kis staff v.ras auGx-'ientec last year 

by Cyrus Vanca^ direct from the daris psaco Talhs, 

. - 3 

and carlror L'eiiuty Secretary of Dei; er^sa . ~ 

it is foreseen that this battle vrill last well 

into the 1970 's. As in the past, efforts at supressing 

monopolies ir. the ~iore djr.amic industries such as data 



processing are often outstripped by technology. The 
charges rnade today laay have .^'lO place in the industry 
of, say, 1975. The great card issues of 1936 and 1956 
are relat ivel}? unirnpor’tant as co.ujjuters rely less heavily 
on cards. The consent decree of 1956 made no mention of 
software dominance or free education for customers, 
both of V7hich are vital rov-. 





The 


outcome 


of the current 


lav7suits w5-ll 


ur.do'j 


btedl} 


/ affect 


lB;i‘s success. 


It may be, however, 


that 


1B>; ' s 


defense 


s t x'a te g ie s a nd 


its evolution a.fter 



i'.iho’s !.ho in Co iri:.'~.e?.'' ce and Indus t.tpv o_f 1_568 . 
(New York: A. T. •■'arqv:is Co., 1968), p. 082. 

^ ,;h o ' s yho in Ave_rica__of ,1'^5^ and _J-95_9, (New 
Yo.rk: A. N, . k.rquis ”Co . , 196”), p. 1172. 

5 p* 2552. 
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t;h'3 

the 



jud^'nent is handed do'.ra may be 
jL’dsment itself. 

"Good forturio, 500 d tiraing. 



moire iiripoirtiiat than 



intelligence find 



e gr s s £ i ve ne 3 s 
teen ;?hether 
stead in the 



sired IBi; today. 
these elemen.ts i.'ill 
courtroom as well. 



It renair.s to be 
stand IBi-i in good 



1 1 1'l 1 



and the Feds I- lake Three," p. 203, 



111. FOU.VO.MiOi S OF DFVFLOiMFtrr 

Co'npa n y H i f to ry and T hor ? as J. U^atrso n 

IBx'i was not foui'dod by Thomas J. Vvatson, yat 
its develop.Ttanl: into today's successful company can be 
largely attributed to his leaclez-ship. Its corpox'ate 
character^ goals and beliefs ware originally formulated 
by the eldez' V'atson. Most are perpetuated in one forn 
or another today, fourteen years after Thomas J. Watson's 
death. 

Few large industrial corporations have been so 
heavily influenced by one man as IBi-I. b‘atson‘3 role in 
his company may be equated to those of Henry Ford, 
Cornelius Vanderbilt or Charles Schwab. To understand 
IBH, one must have some knov/ledge of its patriarch and 
major developer, Thomas J. Watson. 

Thomas W'atson was born to modest cigr icul tural 
surroundings in Painted Post, Kew York in 1893, At the 
age of 18, and after one year at a small business and 
accounting college, he left home to become a salesman. 

In do doing, he forsook legal and teaching careers in 
favor of the marvel of receiving money for doing something 
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he enjo 3 '’ed. In this case it was talking to people and 
selling organs „ ^ 

v.'atsoyi was affected profoundly by his early sales 
experiei^ces . One of his first observations v;as V7hat he 
saw as the golden rule of business: "Good business is 

a bargain that benefits both parties."?- Tom V/atson was 
selling organs for C. B. Barron, vyhom he looked up to 
as an icon of salesraanship ; hovyever, he looked on Barron’s 
unscrupulous business morality w’ith great distaste. 

Watson ;oegarded Barron as a good lesson in bad business 
ethics, but took from him his grooming and dress standards, 
V7hich were to be reflected by IBM. salesmen years after 
Watson’s death. ^ 

The firial great influence of young Tom Watson's 
sales career V7as that of alcohol. Tims after tirris he 
sav.^ otherwise successful salesman succumb to V7hiskey 
V7hile on the road, and quickly squander any gains they 
had made. Since those early days, Watson abstained and 
strongly encouraged similar behavior on the part of his 
associates . ^ 

It was in 1895 that Thomas Watson's career began 

^Belden and Belden, Lengthening Shadov? . p, 5. 
^Ibid. , p. 9. 

3 lbid . , p. 14. 

^'■Rodgers, Thi nk. , p. 32. 
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Co bLossoin in earnest. In Chat year he \-rev.t to V7ork 
for The iXational Cash Register Coiripany, As before, 

Watson proved to be an outstanding saLe.sraan. His 
success led to rapid recognition by KCR Hresident, 

John H, Patterson, v7ho vras . a vigorous proponent of 
written procedures for nearly everything and a notev;orthy 
aggressive business tactician.^ 

Patterson promoted Thomas Watson to Assistant 
Sales Manager in 1908, after his successfuil adrninistra" 
tion of NCR's second-hand operation. It V7as then that 
Watson became recognized as a better* executive than he 
was a salesman..^ It should be noted, however, that 
Watson mistrusted Patterson's many sales theories and 
procedures. He made his rejeutation with r;CR by mod if i- 

O 

cation of these procedures and not through innovation,-^ 

In 1912, Watson's career suffered a severe blov7 
when 30 NCR officials, including Patterson and Watsoii, 

V7ere indicted by the Justice Department as being in 

violation of the Sherman Anti-Trust Act of 1890, a result 

• • • /' 

of thei?: unscrupulous discrediting of competitors equipment. '■ 

^Rodgers, Think . p. 82. 

2Belden and Belden, Lengthening Shadov?, p. 33. 

3 Ibid . , p. 49. 

“^See Chapter 11. (Legal Confrontations) 
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Convictions v?ere Later brought about, but through a 
series of appeals and the passage of time, V’atson never 
served the sentence, 

Thomas Watson emerged from this experience 
somewhat disillusioned with Patterson, severely humili- 
ated, and instilled v;ith a new sense of moral correctness 
V7hich was to dominate his behavior the rest of his life,^- 

The next year v.’as one of great change for Thomas 
'Watson. He helped John Patterson and HGR. rescue the 
citifiens of Dayton, Ohio from the great flood of 1913, 

Later that year he married Jeannette Kittredge. And 
finally, he was fired by Patterson; possibly for over- 
zealov\sness , leading Patterson to believe the popular 
Watson v?as attempting to seize too much power, ^ 

Although 'Watson v7as emotionally struck down by 
this turn of events, he was determined to seek future 
success, preferabl}-" on his own or vrith a small organization 
in vJhich he could make his mark quickly. After turning 
down promising offers from such industrial giants as 
General Electric and General Fiotors, Thomas Watson 
accepted the position of Sales Kanager v/ith The Computing, 
Tabulating and p^ecording Company. C-T-R, as it v;as called, 

l-Rodgers, Thi nk. p. 70. 

^Belden and Belden, Le n g t h e n i n g S had o vr . p. 86. 



Scale 



AO 



xjas a small holdi.ng company that evened Dayton 
Company, Tabulat3-ng I'-lachine Company, International Tine 
Recording Corapany and Bundy Hanuf acturing Company^ It 
had only recently been incorporated in June, 1911.^ 

Under the guidjince of C-T-R.'s primary owner, 

Charles Flint, Thoma.s V/atson succeeded to the ^.residency 
in 1915. He v?as ins triimental in coox'dinating the various 
C-T-R holdings into an integrated unit and incxilcating 
his high standax'ds of conduct and salesmanship upon the 
organization. Then in 1924, C-T-R merged with the small 
International B'osiness Machines Corporat.ion and assuraed 
xts name , - 

The young 13M had already started to build its 
main manufacturing facilities in Fndicott, Kev; York, 
not far from the Watson homestead at Painted x'ost. The 
primary industry of that community at the time v/as the 
End icott" Johnson Shoe Company. Thomas Watson was be- 
friended by George H. Johnson, President of the shotS, 
company. Johnson had achieved great popularity in his 
organization thx'ough warmth, camaraderie'., and physical 
labor in the most unpleasant jobs alongside his employees. 



- Ibid . . p. 93. 
2 lbi d. , p. 125. 
3Rodgers, Think. 



y 



p. 71. 
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In later years it beca-'iie apparent that these charac- 
teristics v’sre to inflxience ',/atson's behavior as strongly 
as the iarTiaculrite grooating of C. B. Barron and the 
rigorous regimertation and organi'-^at ion of John H. 
Patterson, In many v;ays '•.■atson and his company v?ere to 
become composites of all three individuals from the past. 

Jatson imposed uiany symbolic regulations on his 
employees that v.’ero unique. Some remain in various and 
ur>.’ritten forms today. Ke d.nsisted that Employees 
neither drink nor smoke. V.'hite shirts and conservative 
suits v:ere prescribed for salesmen. There v;ere numerous 
company songs published and sung. . Watson continuously 
admonished his salesmen to "Do Right!". To Watson, the 
V7ay to righteousness was clear. He sought and received 
avid loyalty from all employees and th^ovghtof them as 
his family. Thomas Watso'n and his IBM ware inseperable 
entities. His perpetuation of the company iraage v;as 
carried out on an almost evangelical plans, ^ '■.'atson's 



approach to buiilding IBM prompted Thomas J. Watson, Jr 
to remark: "The company is in the family unconscious. 

In his unique manner, Thomas Watson led IBM to 



ul 



great annual gains between 1914 and the mid 1950‘s. 

Gross income increased from 54. 1 million to $410 million. 



^Ibid . , p. 149. 

^Belden and Belden, Lengthening Shs.dow . p. 218. 
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not incomo iroir '>.5 miliion to 392.3 railliorj arc] c...sh 
dividenos on conirriori stock froai nothing to $12.7 raillion. 
Assets were multiplied tim.es 24, number of employees 
times 34, developraent costs times 500, and data processing 
revenues times 316.^ Although it is hard to assess the 
value of .fetson's various ma.na.gsm&nt philosophies, th 
results of his effo.rts aire indisputable. 

]n 1955, IBM was accused of restraint of trade 
because of its dominant rn.ar''cet position, which was 
alleged to be some 90 per cent. b'atson, since his days 
at MGR, had always operated in complete regard for the 
law and federal regulation. As a result, he opened 
all 13H files to government scrutiny. His attitude v;as 
that IBM had v'on its market position fairly, through 
sound business principles. The Justice Department demand 
that IB.i offer its machines for sale as V7ell as rent \;as 
rebuffed by Hatsori, in that IDM provided service, not 
machines, and therefore, Isa.sing benefitted IBM's 
customers . 2 

Thc.nas ’^Jatson vigorously opposed signing a 
consent decree to satisfy litigation because he inter- 
preted it as an admission of v7rong-doing. V/hat '..'atson 



llbid . , 
2 Ibid. , 



P. 2S9. 
p. 308. 
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could rev^sr lindors tar'-'] 



<'ifter the consent decree v/as 



signed in 1956 by Thor’ics '/atson, 
that innocence is no excuse befor 
opinion that competitive success 
and that bigness creates good ; a 



Jr . , the n dr o s id e r; t , v/a s 
e the law. He was of the 
in America is virtuous, 
philosophy that still 



confronts anti-trust proceedings.^ 

It is significant that, in his tv/ilight years, 
Thomas VJavtson's virti'O’us philosophies were to be shaken 
by his beloved country's actions. The integrity vHaich 
permeated n'atson's character and that of IBH was to be 
rocked by the country's attitude toward bigness. Watson 



found there were unpredictable and refractory forces v’hich 
he, for the first time, could not influence shaping his 
life . 2 



Later in 1956, Thomas J. Watson died, and his 
eldest son, Thomas J. Watson, Jr, su.cceeded him as 
Chairman of the Board, v;here he still actively governs 
the company. Giving up a successful career in the Air 

3 

Force, Torn V^atson has led IBM on to even greater successes. 
The youngest son, Arthur K. V, 'atson, is presently Vice 
Chairman of the Board and past Chairman of the World Trade 
Corporation, wholly owned IBM subsidiary for all 



^lbi;d . , p. 293. 
^Ibid. , p. 312. 
^See Chapter 11. 
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international business. He 
U.S. Ambassador to France, 
They are joined in thai'r Le 
Learson, the forceful, dyna 



v/as recent appointed as 
replacing Sargent Shriver,^ 
adership of IBM by T. Vincent 
roic, higlily corripo titive and 



demai''.d ing 



IBM Pres id e n t . 



2 



Under the new regime, many of the old standards 
of tho senior, v/atson have disappeared, s’ceh as the 13li 
songbook, stiff collars, and drinking and smoking taboos. 
But there remains the essence of U'atson in the loyalty 
of employees, conservative dress amon.g salesmen, and the 
perceptible belief in doing right. It vjould be naive 



to assume, however, that this .belief is not strongly 
influenced by the consent decree of 1955 and the 
continuous scrutiny of the Jvistice Department. never- 
theless, loyalty among IBM employees in such a large 
organi^ation is unique and may be attribvited to a 
pervasive att.itude that IBM is too good to be destroyed 
by either competition or legal action.^ 

Aside from the other various indicators of growth 
and success enumerated in this research, it should be 
noted that IBM now employs about 250,000 people, one half 

^''Hixon Plans to Name IBM's Arthur V/atson Ambassador 
to France," v /all Street J o'crna l. March 4, 1970, p. 2. 

Rodgers, Think. p. 249. 

^ Ibid . , p. 283. 
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of which are colle^v^a graduates. Its stock market value 
is more than all the gold held in Fort iCnox. S igi;if leant 
from an employee’s point of view, IFFi is the world's 
largest non-union company. The benevolence inspired by 
George H. Johnson is apparent in the benefits recei-vad 
by "IBM'ers", vrhich exceed national union demands.^ 



Cor p orcite Beli e fs an d Go a Is . 

IBM's character and business success is predicated 
on several beliefs^ as set forth by Thomas J. Watson, Jr, 
in 1963.^ These beliefs are simple, and although business 
conditions and strategies change, the beliefs remain 
unchanged , 



The first of these is respect fox' the 5.ndividual 
in the form of wages, job security, dignity, accomolish- 
n'lent and involvement. Dignity is perpetuated through an 
"open door" policy v;hich is practiced as frequently as 
possible.^ All business decisions are considered in 
light of what may be right for IBM's people, 



The second belief is that customer service should 



^ Ibid . , p. 9. 

^Thomas J. Watson, Jr. A Business and Its Beliefs : 

The Ideas tha t He lped Bv tild IBM . New York; McGraw-Hill 

1963, p. 5. 

-^ Ibi d . , p. 24. 

4 lbid , , p. 70, 



46 



be the primary ’easiness goal. Sqviipmerrt and systems 
are designed to fit customer's' needs, rather tiian 
fitting their needs to existing equipment . 

Finally, IBM believes that it should pursue all 
tasks v.’ith the idea they can be done in a superior 
fashion. This embraces the philosophies of optimism, 
enthusiasm, excitement, and pace.^ 

One of the foremost char acteris ts of IBM success, 
and yet one of the most enigmatic to its beliefs i.s 
growth. Figures throughout this research attest to 
the fact t’nat IBM has grown at a rapid pace, hand-in- 
hand v.’ith its data processing market. 

Katurally, vrheh such rapid expansion takes place, 
m.anagement must make adjustments to compensate for 
v7hatever changes take place. Many companies succeed or 
fail upon how V7cll they adjust to expanding business 
scales . 

In adapting to growth, Thomas Watson, Jr, has 
also enumerated the most significant Lessons learned 
through IBM’s growth and the accompanying application 
of IB.'l management beliefs.^ The first lesson, almost a 
prerequisite in any modern industry, is to keep pace v:ith 

^• Ibid . , p. 31. 

^I bid . , p. 35. 

, p. 11 . 
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current technology in ell relevc.nt cireas. Relevancy 
in this case aJ.so expands with technological develornont 
and company growth. 

The second lesson is that education and two-way 
coramunications betv;een all . internal levels must be free 
and open. In fact, when the company is growing, these 
factors must be coxistructed at a rate exceeding the 
grov7th rate to accommodate the geometrically expanding 
communications netv,-ork possibilities. The most vital 
intent of this lesson is that all employees and manager's 
are aware of the importance and significance of the or~ 
ganixatior and their roles in it. 

A short and self -explanatory lesson is th-at 

complacency is deadly. In some v?a3^s this lesson v/as 

ignored by the elder v/atson himself v?hen he chose not 

to buy the computer pioneering dckert-Mauchly Company 

in the early 1950 *s.^ Univac, on the other hand is 

seen to have not learned this lesson until too long 

after its successful tabulation of the 1952 election 

2 

returns . 

Large organizations growing even larger are apt 
to become fragmented. The next lesson, then, is that 

^Rodgers, Think . p. 199. 

2see Chapter LI (Univac), 
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div3-s ional or departir.ental coopsration is essential. 
Company interests should alvrays assurae a position over 
all others V7ithin the organizations. This is in essence 
the dilemna normally faced by decentralized companies 
in selacti.ng appropriate financial and management 
controls . 

Thve final lesson is that company beliefs must 
alv/ays take precedence over goals, policies or pro» 
cedurcis . Mr. w'atson quotes British economist Walter 
Bagtihot: "Strong beliefs v?in strong men and then make 

them stronger. " Then Watson adds : "And as men become 

stronger, so do the organize ti.ons to V7hich they belong."! 

It is appropriate that Thomas Watson, Jr. projects 
these beliefs and iessons into fu.ture IBM operations. He 
does so by stating that there raust be a general recogni- 
tion of national and public interests as a function of 
corporate bigness. 

More specifically, hr. Watson asserts that in the 
modern business environment there has to be cont3..nual 
change, and that today’s executive must think as a citizen 
as well as a businessman. In do doing, his planning must 
be equally beneficial to employees, stockholders and the 
country. Businessmen are, therefore, influential public 

iWatson, Jr. Beliefs . p. 73. 
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leaders. The pidoLic is contriruous ly insisring on social 
betterment, and the world deaanc’s creativity, imagination, 
and boldness. it is business management's x'espons ibil ity 
to meet those demands,^ 

Specific references* to IBM's attempts to meet 
these challenges and apply its beliefs are discussed in 
Chapter VI. 



I Ibi d. , p. 78. 
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and pinpoint key positions in the organization so that 
the ii'idividuaLs filling these positions may be 
designated . 

Exhibit II is a basic portrayal of the 13I-. formal 
organization, with reporting responsibility shown by 
cor.necting lines. In typical fashion, IBri is controlled 
by the board of directors, representing stockholders. 
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lma'';3cl lately re s po '.a. : 
the X3j-I corporate o 
Board of Directors , 
Board ard the most 



icL''- to the board of directors is 
ffico headed by the Chairio.an of the 
r'residert, Vico Cha.i r:i:an of the 
seeior vice president. This is 



the n'isin operatioraL co-itroL grorp; hov7over, there is 
also fin hvecutive Go”V'iittee operating in coin jiinction 
V7ith the Corporate Office or. raatters of Long range 
planning and policy. It consists of the Chair* lan orC 
the Boajsd , President, Vice Chairman of the BOcird and 
is chaired by foraier IBh President, Albert t'illiarAs. 
It prov3.das an execc-tive forxira for '-Ir, v/illiams * 
extensive exporier.ee i’T the corporc’.t ion as past 
rresidert , 



Reporti.ng directl}’’ to the Chairrn 
is the Management Coramittee, consisting 
vice-presidents, and a special rcanager-'ie: 



r; of the Board 
of three senior 
t staff consist" 



ing of one senior vice president and two vice 
The Hanagem'mt Comrriittee advises the Chaix'fnan 
on operational matters. Tne management staff 



pres idents . 

largely 

is concerned 



primarily v;ith execiJtive resources, management systems, 
and other matters relating to the execution of management 



procedures . 

Reporting to the President are the Vice President/ 
Chief Scientist, the Vice Pres ident/General Manager of 
the Data Processing Group (of divisions), and the Vi.ee 
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Pres idenc/Gro’ip i^xecutive of all other divisions except 
Research, and Real Estate and Construction divisions. 

The Data Processing Group contains six divisions 
responsible for development, manufacturing and marketing 
of all standard computer or data processing systems. 

The other group is comprised of divisions responsible 
for deve lop:aant , manufacturing, and marketing of all 
non-standard data processing systems plus all non-data 
processing products. In addition, it also contains the 
wholly-Ov7ned subsidiaries, Science Research Associates 
and Service Bux'eau Corporation, The precise functions 
of these divisions and subsidiaries are discussed in 
later paragraphs. 

Reporting to the Vice Chairman of the Hoard are 
the Vice President General Jovinsel, Vice President 
Director of the Research Division, and the Vice President 
Chairman and President of the World Trade Corporation 
(a v7holly-ov7ned subsidiary managing all international 
affairs). This alignmart has been induced primarily 
because Arthur K. Watson, brother of Chairman Thomas J, 
Watson, Jr. is the former Chairman of World Trade Corpora- 
tion and has extensive experience in international matters. 

Reporting to the Senior Vice President are the 
Vice president in charge of the Corporate Operations and 
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Services Straff, and Senior Vice Jr’res j.dent: in charge of 
the Corporate Finance and x-’lannirg Staff. The Corcporate 
Operations and Services Staff overseas matters concern- 
ing administration, cornraercial development, communications, 
engineering prograrjaing, technology, manufacturing, 
marketing, personnel, programming, service, standards, 
real estate and construction. It also houses the 
corporate secretary and his staff. The Corporate 
Finance and Planning Staff is concerned vjith all 
financial, planning and internal data processing 
systems matters. It is the staff in which the Controller, 
Treasurer and Chief Economist operate. As is often the 
case, both staffs cross operational division linos, 
providing continuity and access to vital information. 



Tne various IBM divisions and subsidiaries form 
the operational functions of the company. All research, 
product development, manufacturing, marketing, customer 
services and facilities development matters are executed 
in these organizational entities. Descriptions of their 
respective functions are as follo'ws:^ 



THE AOVAFCEO SYSTSi-iS DEVELOPMEHT DIVISION explores 
product and business areas new to IBM, establishes their 



^ IBM Annual Rep ort 1 968 , p , 
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potent3.£:l value, and then tr^insfers product rosponsi- 
bilri.ty to the cognizant operating group (i.c., Data 
Processing Group) or division for further developraent , 
rnanuf acturing find n-.arke t.ing. It is related to the 
rosearch effort, but: is ori-ented primarily to potential 
markets and customer rec'3ircraents. 



TH2 COiiPOh'IlMTS DIVISION develops, manufactures 
and purchases electronic components \>sed in IBih data 
pj-'ocessing systems. It is this division V7hich v;ould be 
responsible for drawing specifications for and purchasing 
of electronics components such as transistors and laocular 
rnicrocircuitory from other supplier's, fo?teign and domestic. 
The Components Division is part of the Data Processing 
Group. 



THD DATA PR0GP3S1KG DIVISION markets the full 
IBK line of inf ormat ion-hand Lilng systems, equipment and 
surjplies through branch offices throughout the United 
States. The only exceptions to this array of product 
responsibility are the lox7~cost data processing equipments, 
such as unit record (p'unched card) equipment, card input/ 
output machines, data acquisition and control equipment, 
and the nev^ly-announced , small System/3. The Data 
Processing Division is a component of the Data Process 5.ng 
Group. 
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TH:') FFJOZtCAL SYSTSi^B division concentrates on 
advanced technolosy and systems for ground - bcis ed , 
airborne and space-borne information-handling and 
control needs of the U.S. Government. It is this 
division v/hich is participating actively in the national 
space program. 



TH2 B’llLJ SNGINS: 



D IV IS lor. is a part 



the Data Processing Group. It provides maintenance 



and related services for lEti's domestic information 
handling systems and equipment. All repairs, mainten- 
ance and updating of customers equipment under contract 
are accomplished b}' this division through the varioxis 
].ocal branch offices. 



THS GYNSRAL SYSTSidS DIVISION is another member 
of the Bata Processing Group and is responsible for 
manufacturing, development and prograraming activities 
in the area of the low-cost data processing equ3.pment 
not managed by the Data Processing Division. This .divi- 
sion is laeant to place a special focus on the "lov7 end" 
of the product spectrum, which in many cases benefit from 
marketing techniques and expertise different from the 
larger coaiputer systems.^ 



THS li.FORFlATlON RN CORDS DIVISION develops, 



^ I3rl Data Processing Group Let ter of .November 5, 
1969 by R. A, Russack Brurr4 11/5769. 
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manufactures and markets data processing cards ar.d 
paper forms, magnetic tape and other' cor.fjumable products 
used in informat ion-handling systems. Its produ.ct line 
also includes systems and services for the stor^ige, 
retrieval, distribution and display of busiiness records. 
This division may be more aptly described as being in 
the supplies business. 



THd 0FP1C5 PRODUCTS DIVISION develops, manufac- 
tures, markets and services electric typewriters, 
iTiagnetic typewriters, dictation equipment, cold-type 
publication composing equipment, and related supplies. 
These are all the hardv;ard products not directly 
related to comtputers and data processing systems. 



THC RSAL TSTATS AND COkSTkUGTlON DlVISIOi: arranges 
for the design, construction, purchase or lease of facili- 
ties, inclx’.ding the planning and location of sites. It 
has cognisance over plants and laboratories in 25 IJ.S. 
cities plus 17 plants in Argentina, Brasil, Canada, 



Columbia, France, b'est Germany, India, Italy, Japan, 
Mexico, The Netherlands, Sweden and the United Kingdom. 
During 1968 this division v?as managing construction of 
14 new foreign and domestic facilities, and expansion of 
19 others. The Real Estate and Construction Division has 
placed branch offices in virtually every major city in 



58 



the U.S. ax'd in raany small cities . This is the only 
divisio''. operating in a staff enviror meat (Corporate 
Operatiox'S and Sei'vices Staff) becavse of tho centralized 
requii'ement of cooi'dinatod facilities development and 
capital investment , 

THS RiSKARC^I DlVlSIOn is indeperdent of any other 
organizational element and reports directly to the Vice 
Chairnian of tho Board of Directoxrs. It develops advanced 
concepts, technologies, devices and corner ter applicat.ions 
to proNxide new and better soI’.''t io"s to c> is toners’ ir.forma- 
tion-har.dling recyiirenents . ID.-i consistently devotes 
considerable attention and fnnding to this division, 
v/hich is so vital in a rapidly advancing technology and 
conxpetitive environment, 

THS SYSTS^3 DSVSLOPInS.-IT DIVISIOI' develops, through 
a inultinait 5-0 rial effort, IRrl's regulaxr product line of 
inf ormation-handling systems and eq-uipment, incirdh.ng 
system-related computer programming support. It is a 
Data Processing Gro”p component. 



THS 3Y-STSMS 
member of the )ata 
all e q V ipme n t and 
prodvict line. 



MP.HUFACTURIYG DIVISION is the last 
Processing Gro’nn, It manuf actures 
systems in the IBM information-handling 
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Txl^ x.'.i. ’OIU.J TILAOi: C0:u'0;lATi0' is a v^holly- 
owned subsidiary for;a’d ir. 1950 for the purpose of 
nu-nasirg all ron~U.S. tran£act;io^''S .and products 
directl;^ or thro’-gh other '.'TG subsidiaries. The 
Corpora L'io," no'; operates in 106 foreign countries 
and is attempting to do so ’’.sing national residents 
of the respective countries as much as possible . 

3C1-: GI Ru'.vCAHCH A730G1AT23 , luC. is a subsidiary 

t 

which deyelops and publishes a vride range of lea.rri’ie 
aud guidance ir.atc-rials arc; irte 11 igerce , aptit’.-de and 
achievement tests for schools, governmer t and industry. 
It was accp’.ired in Febr *ar; , 1964 for the purpose of 
giving a isote stibstant ial base t-o 13n!*s ar.Voitioi’S cus- 
t omer o d • c a t i o.' pro gr an . 



Trie ddfd/ICG BladdAU GOh-tORATIO'; is another wholly- 
owned subsidiary formed iri 1957, offering domestic 
organizations business data processing soirvices as well 
?s co;:ip”te:r programing services on a daily, v'eekly, 
I'.onthly or one- job basis. This corporation is presentl}' 
the raost active element in the promising area of compute 
time-sharing by remote customers on an on-line basis. 



The laarlceting of all 134 prod-’cts in the U.S. 
takes place through an iisteres ting structure, calculated 
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to na^ce raa:'iaY-ia \-sp, of rnarlrn t i. ^ and castoinar irdostry 
sxpax'tise. \nithir! Ifll. Since 1951, 13.) has beer' 
specializirg sales efforts b;' custoiucr r-^dustry type 
(i.e., ba-'shi'^g, trarsportation , manufact ir- 

surarce, govarriTier t axhair j.s trat ion and od-icat ion) , 
in so"e larger aiGtropolita,'':'- areas there- are sepa.ra.te 
branch organisations for gi'oups of the.sa custonaer 
types. 

The raarheting structure is basically bro’ren 
down into f iv-o regions, throe of vrhich are goographic 
and the remaining two are by industry type. The geogr 
phic division as into bastori'i, Kidv7estern and i'estern 
Regions. These regions ax'a f’.irth.er divided into 
districts v?hich contain branch offices in the various 
cities of the districts. The essential marketing 
entity is the b.ranch, which tries to maintain, close 
li.aison with its customeirs thro'.-gh its various industr 
specialized rnaru.etirg repx'esentativas , 

The other two regions are the Government, Zduca 
and Medicine Region, and the Comr.'.ercial Region, vjhich 
eludes utilities, airlines, stock markets and other 
large public use industries. All other industries are 
covered by the geographic regions, except federal 
goverrinent sciartific development v;hich is covered 



J 

t ion 
in- 



inclepenclent ly by tho Federal Systems Divisions 
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The Goverr:m?.nt , tlducetion and .-fe 
operates overyoas as vrell as in the U.S 
rarketir.g services for the World Trade 



dicit'/e Region 
providing 
Corporation 



in these ai-aas 



1 



It is obvio^'S that 'the emphasis in this stx'ucturo 
is to provide the inaxiuvaa con.centrat5.or. of IBM experience 
to given market areas. In addition, I3i' raar.ksting 
effort 5.S ve:cy field in bringing the most krorledge 
to bear on specific marketing situations across 
organizational linos vhen raaviired. 



Rec ent Organizata. onal Chango s . 

Within recant years, several changes have taken 



place in the IBM organization 
thin’ning within the co.nipany. 
about for various reasons, but 
by mot. 5. vat ions which may give 



V7h’ich reflect modern 
These changes have come 
each one 'was inspired 
5.n sight into the IBM 



corpox'ate character. 



As prev5-Ously mentioned, the consent decree of 
1956 signed by IBM in answer to charges that IBM v;as 
monopolistic and possibly in restraint of trade had 
profound effects on IBii. As a result of that acti.on, 
IBM segregated most of its data processing services for 
custoraars ard fox'med the wholly-ov’nad subsidiary, 

^•Kenneth Allen, Pr5.vate interview' held at IBM 
Information Services, '.,'ashington , Decembar 1969. 
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Service Bureau Corporation. 


IBM now 


pex'fornm no V7ork 


f or Cl • s tome r s , bu t 


relies on 


the SBC 


for 


this function 


Act'ually, in many : 


Lns tances , 


SBC and 


111-; 


become 


competitors v’hsn a 


poter^tial 


customer 


' is 


undecided as 



to ^7hethar to purchase or ‘lease equipmant, or hire 
another company to do the job. 

•i'/ith the advent of comp^iters v?hich can process 
many jobs concvirrently and comraunicate v?ith small remote 
terminals v/hile processing, coraouter services have be- 
come feasible for many small businesses which could not 
previously afford them. It is in this area, plus 
contract computer program.rnirg services, that the SBC 
is making its greatest strides to date. It is also 
this area, hov7ever, for which IBM and SBC a).’e being 
criticized by soma competitors v7ho claim that SBC is 
obtaining equipment and some systeras expertise from IBM 
at a cost below tViat of competitors. IBi-I and SBC, of 
course, deny the charge, and the iss’ue has not yet been 
decided. In any event, IBi'I's attempts to satisfy 
judicial challenges in 1956 are now being challenged 
again. As a result, all real-time and on-line data 
communications applicatioi's have now been turned over 
to the SBC and rate st;cuct”res have been reexamined to 
insure non-competitive pricing does not exist. 

About 1960 IB -I realized that the data processing 
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marketing area had beconie too large for tho general 
Gales:T!an to ef feet 5.v,^ly nanage^ just as the medical 
professio.i now spawns fewer general practitioners. 

So local branch offices v/orc broken down into industry 
spec.ialt}'- areas, with a marketing team dedicated to 
each given industry type. About 1965 this sp-ecialijia" 
tion philosophy underwent further refinement. In 



metropolitan areas separate branch offices v;ere 
established for certain ind-istry types and the 
geographical regional marketing structure vras further 
split into the Goraraerc ia 1 Region and Government, 

Edi-’;cation and Kedica.1 Region,, 

Those changes reflected the IBM attit ide that 
since computers raust be structured to perform a great 
share of a customer’s tasks in a way acceptable to tho 
customer, the sales representative must become intiiiiatoly 
familiar with the v?orkir,gs of not only the customer’s 
company, b’ut also its entire industrial environment. 



This is in consonance v;ith IBM’s 
on intensive marketing techniques 



long standing emphasis 
emphas iz ing cus tomer 



service , 

In 1964 IBM established the Executive Committee, 
composed of Chairman of the Board, Thomas J. Watson, Jr,, 
Rresidert, T. Vincent Learson, Vice Chairman, Arthur' 
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K, V/atson and Executive Goannit'cea Chaiman, Albert 
Williams.^ Mr. i/jJJ.iams spent 28 active years vrith 
1BI\ cuLiriinatirg v’.lth his tex'rn as corporation President 
from 1961 to 1966. Because of his experience and 
knov;ledge of IBi'., he \ 7 as 'recf.iested to remain active 

in the organization (he is also a director) through 

2 . . 

the Executive Committee. It is interesting that this 
gro'uj v;ouId be formed to retain the counsel of one 
man v7ho was not ^7idely Icnovjn for dynamic and personal 
influence on corporate character. 

Also in 1964, IBM acquired 83 ^ 3 terns Research 
Associates as a subs id lar^/. Although the IBin 
educational system for emplo 3 'ees and customers had 
for years set the pace in modern Indus tr>'’, IBM felt 
that the area of testing and instructing in modern 
universities v?as of a higlil>^ technical nature. SRA 
provided the degree of professionalism required. Among 
the obvious p"rposes for SRA’s alliance with IBM is the 
increasingly important area of proper selection and 

l"lBm’s $5,000,000,000 Gamble," T. A. '.-/ise. 
For t une . September 1966, p. 118. 

^"Momentus Davs at IBM," For tune , March 1966, 

P. 56. 

O 

Standard and Poors Corooration Descriptions 
P. 3699. 
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trciinin" of people to do the many highly technical jobs 
in IBM and in custoraers’ organizations. Because of the 
ever greater demand for people in our industrial 



society, emphasis on personnel selection and education 
certainly seems to bo wel3.‘ founded. It is not a nev: 
area of enthusiasm v/itli lEip 

host recently (lovember 1969) IBh formed the 
General Systems Division v;hich places separate manageiaent 
responsibility on development, manufacture and program- 
rning activit3.es relating to lovz-cost data processing 
equ3-pment . Th3.s is an effort to diff erent3.atc betvzeen 
the large and modi-um scale comput-ing systems and the 
small systems c'.nd peripheral devices used by small 



business customers, in the realization that the needs 
of these customers are indeed different. This differ- 
entiation vrill help to ensure that these lovz-cost produxts 
are not designed vzith features not rcqu3.red or wanted by 
the small cv’stomer, and hence vzill save him money. 

It can be readily seen that most of the recent 



changes mentioned above relate directly to IBM's customers 
in an effort to render better support. Of the remaining 



changes, one relates to judicial a.ction and the other to 
execu.tive leadership. Legal confrontation vziil most 
certainly continue to shape IBM philosophy for mar y years 
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to corns, ar,d it is exp'octod that 13. -l V7ill be as 
accommodatics to the courts as is feasible. It is 
enco'-’ragirg to see that JIM at titles bi-ilds its 
orgarization around people and not the convex’sa. 

The Executive Cormait tee es'tablished for irr. VJillianis’ 
and Arthur K, Vatson’s elevation to Vice Chairnan of 
the Boa'rd (a rev? position) in 3.966,^- xT'ith responsibility 
over areas relative to his greatest experience, both 
attest to that philosophy. 



The corporate organization chart in .dxhi’oit 11 
furnishes a good base for se.lecting the IBM executives 
to be examined in Chapter V. Executives in charge of 
nearly all captions on the chart have been designated 
as appropriate. The total r.iraber of executives studied 
is 63. Exaraination of the organisation chart reveals 
more than 43 captions. In some irsta'ices one executive 
is performing in more than one capacity on the chart. 

The executives co.ming under this sti'dy are 
designated by functional area rather than name as 
follows : 

All iiiem.bers of the CorportSte Office gro'ip and 
the Exec ’tivc Co.m.:ittee; all members of the Management 

Iw'orld bo Cqinmerc? and _ljidust^_, 

Marquis, 1963-59, p. 1444. 
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Go.ti. itte-'j a:';cl th.-^ Mars ^'2 no "'.f Staff; the Chief Scioritist/ 
'/ice Presioojnt; the Data Process i'lg Gro’-p Gersral i'leaaser/ 
7ice President and all I;ivision Mreaidents or General 
Managers V7ithin the gro 'p; the GroL’p dxecn tive/ Vice 
President for the ''n iscell'ar.eoes " grorp and all its 
Division Presidents or General Managers; the Chairman 
of the Board of the Service Bureao. Corporation; the 
General Connsol/ Vice President; the President of the 
Morld Trade Corporation/ Vice President; the Vice Presi- 
dent in Charge of Research; the Vice President in Charge 
of the Corporate Operations and Services Staff a’^d 
exec ’tivas in charge of all staff- functions listed 
under bJ/n; the Senior Vice President i'n charge of the 
Corporate Finance and Pl.anning Staff and executives in 
charge of al3. staff f’P.riCt3.-ons listed under hira. The 
total nurdoer of positions designated 3s 48, v;hile the 
nurabsr of individuals totals 43, 



It may be noted that all inernbers of the Board of 
Director's not employed by IBM as officers have been 
omitted from the st'id}/ beca'use they come from outside the 
company and the3.r characteristics are not likely to have 
come '.inder the influence of IBM curing their more foi'ma- 
tive years, as is tlie case with most 131i career executi'ces. 
The same condition, applies to the President of Science 



sear ca 
\?ith its 

Vt* ■ 

V7it;h the 
iBi'i so s; 



Associates, Ire., because that firm, along 
executives, was aco/iired exterxiaLJ.y by IBM. 
2 nov; have the basic gro’tnd v?ork to proceed 
exa.minatio’^ of these 43 n’iCU v’ho have guided 
jccossf :i lly duritig. recent years. 



V. it',NAG.i'R5 



G har acteris tics and Sta ■ ida rds . 

In the last chapter the vario-as rriiirias^^inant positions 
to be analyzed ware identified. For specific analytical 
p irposes, the inoivid-ials c irrertly filling each one of 

these positiors have also been identified through the 

3 o 

co-jrtesy of IBh, ' '.'' ho ’ s ^'ho r.n Commerc e an d industry, 'and 

Poor’s R egister of Corpora, tirm , Directors an d £>'ecrtives . 

Names of these ind ividi-als in this analysis serve no 

useful purpose; therefore, they are omitted. 

The standard or "control group" against v.’hlch 

IBh mar.ageme.nt personal characteristic dc.ta are compared 

This book has been compiled under 

the auspices of the Stanford University Gradr’ate School 

of Business and contains a survey of the most significant 



^■Letter from Donald H. Reck, IBM Iriformation 
Administrator, Armouk, N.Y, , Dec, 11, 1969. 

^-Marq’ ’ is , V/o rld '-’ho * .s ' .’ho in Co-'-taerco and Indvi str y. 
(New York: luarq.’-is Mho’s Mho, 1968). 

33tandarG and Poor. Poor’ s R egister of Corpor ations , 
Di re ctors and Executives in U.S. and Caiiada^, (few York; 
Standard and Poors Corp, , 1969)'. 



Holdon, Pederson and Ger.mane. Top Management. 
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characferistico of 310 top raanasoi'.ort porsoonel. 

These manaser;ie“'C perso-nr.el arc employed by 15 dif- 
ferent corporations from 15 different n^ndustries, 
Althovgh the book does not identify these corporations, 
each is purported to be a leader in its respective 



indr s try. 



As a stctivStical consideration, it may be noted 
that IBM is not one of the 15 firms constitnting the 
Thp Kanagemejnt srrvey, ^ 



The categories of characteristics usee in the 
survey are largely those extracted from IBM executive 
biographical data. These characteristics are; median 
and average age, raedian. and average tenure v?ith the 
firm, luimber of collegiate degrees held, most frequent 
starting job f-unctions, pr.mary job functions, last 



job function prior to mos 
f'unctional job experience 
top marageraent promotions 
ter is tics within the 13r! 



t recent promotion, multi- 
, and most frequent routes to 
. In addition, certain charac- 
executive group vrill be disci.:ssed. 



M anag omen t S t a t i.<^t i c s . 

1. AQB. The average of the survey group is 56 years 
and the median age is 57, Both the average and median age 

^Letter from Carlton A. Pederson, Professor of Business 
Management and Director of the Stanford-Sloan Program, 
Stanford University, Dec. 8, 1969. 



71 



of the loM top inr-rapernont pro ’P is 51. '.;hile not a 
startling difference, it does indicate that IBH tends 
to Veal-:o yovtli and r-fiiairJn-p productive ."Panaperaent 
potential at least as highly as other snccessf’.:! industrial 



f irnis , 



2, TdhUhi:. The survey gro-’p shov’ed an average 
tenure of 29 yeai s and raed ian tenure of 30 years. 



S imil ar 


figures for IBi-i 


are 24.5 and 


23 years 


, respec- 


tively , 


This tends to r 


e inforce the 


previO’>s 


coriclv’sion, 


bi.’t add« 


■ the lent 


of promotion 


speed . 


Apparently 



IBji’l tends to have 
the surveyed groi’p 
younger age. 

3. AOVAhCuJ 



adva^'ced its s::ec’.’ tives faster th 
, and not rne.rely hired them at a 

EjUGATlO". In this araaj 13 per 



an 



cent 



of sxarvoyed excc’.tives held no college degree, \dnilea 
only 7 per cent of IBi 1 executives had none. Fifty-five 
par cent: of the s-urvey gro'up held one degree, as compared 
to 53.5 per cent of the IBM group. Similarly, 24 per 
cent of the s :rveyed executives held two degrees to IBi-i’s 



25.5 per cent. Three or more degrees \;ere held by 8 



per cent of the s;;rvsy group and 14 per cent of IBM 
executives. The only variation here is that 13M tends 
to have mor;e executives at the high e:-:treme and fewer at 
the low extreme (no degrees). There is a very close 
correlation batvrsen both gro"ps for those executives 
having one and tvjo degrees. 
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5XMTBIT 111 

2' XSCUTIVl CHAaAGT£1-UST IGS 

Sur vey JJ};;;, 



Sample si?,e 


310 


43 


Averase age 


56 


51 


Median age 


57 


51 


Avex'ase tenure 


29 


24,5 


.-ie d ia n t e nur e 


30 


23 


Education - degrees 






None 


13T4 


7% 


One 


55% 


53.5% 


Tito 


24% 


25.5% 


Three 


8% 


14% 



Source; Koldon, recierson and Germane, Too i^na Genie n f , 
pp. 233-55. 

Letter from 3. H. Reck, December 11, 1969. 
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.■.'hi.l's the Top i'anapeir.^^n t su:^vey did not avor to 
instituti-ons by which degrees wei:e conferred, it is 
i-:te:c3Stir.g to r:Ote that ^.’ithir. the lE.-l gronp, 16 per 
cent received at Least one degree from Harvard University, 
37 per cent received at least one degree froni an I'/y 
League universit}^, and 51 per cent received at least one 
degree from v’hat x-7ould normall 3 ' be called an ''nastern*’ 
institution. It is difficult to draw a conclusion fx’om 
these statistics, but tv7o hypotheses come to mind: that 

"Tastern'* or Ivy League schools have historically 
eq-.-'ipped managers more adequately tha.n others for IBM*s 
purposes; or that 13ii*s historical roots and corporate 
pov7er are located in the eastern United States, creating 
an affinity betv:eeri IBM and eastern graduates. These 
hi'-potheses are offered for the reader's speculation onl}', 
and may not be unique to IBM. 

4. ST.ARTIUG JOB FUHGTIOUS. The functional area 
in which execut.ives begin their career vrith an organisation 
is sometiraes useful in vievvir.g selection philosoplr/ and 
company attitudes toward personnel resources. 

The survey group shovjed that most execi'tives 
entered their respective businesses in the functional 
areas of production, engineering. 



accou.nting and finance 
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So;r!<^v7hat lovar on the list, bnt also si^nif leant v/ore 
tlis areas of research ard nnar’ceting. 

An analysis of the 13ri group reveals the 
majority of all executives (55 per cent) entering the 
firiTi in the raarketing areas. Research is the next most 
comr-or area of entry for IBii executives (18,5 per cent), 
but it sho’.'ld be noted that some of that segment entered 
the organization as mature professionals, later in their 
careers. Mo other functional areas are sign.if leant iy 



frequen 


it as 


starting positions 


for 


IBM executives, 


as 


can be 


seen 


by the percentages 


in 


Exhibit IV. 






This 


0 verwhe Imin g te r cie 


ncy 


tOv7ard marketing 


bears 



out the senior h-atsor. 's legacy to the organization. It 
is the single most conspicuous characteristic vmique 
to IBM. 

5. PRIMA'IY JOB FJuGTIO.'-S . h’hile executives are 
progressing in their careers, they are most often assigned 
to one function more than any otlier. This is the primary 
job fume t ion. 

The most frequent primary functional occurrence 
in the S'urvey group by far was production (35 per cent), 
with marketing (19 per cent) and accounting (17 per cent) 
placing a distant second and third place. We can see a 
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trend tox-rard product ion in these firms as a common 
raanasement career attern, and ax-.’ay frora engineering 
and acconntirng as these executives progressed from 
starting jobs into primary functions. There is also 
a s3.ight rise in the proportion of executives entering 



marketing after starting in anotiier functional area. 
On the other hand, IBM executives seem to have 
continued in the marketing area for the most part (49 



per cent). The next most predominant function rernairis 
research. Exhibit IV sbox-is a slight trend to’mard 
production and very lov? frequencies iii those vsreas as 
starting jobs. Some xvho started 3.n marketing branched 
into these functions as primary career specialities. 

The j.ndication here is that marketing is a vital 
prerequisite to career development in IBM, It continues 
to be the most frequent area throvighout most executives' 
careers, but some others have branched into production 



and finance after having gained an appreciatioti for the 
marketing considerations xvhich are so dor.iinant in IBM’s 



bu s i n ess ph 5. 1 o s o p hy . 



6. JOB FUdCTlOM PRIOR TO MOST RECENT PROiiOTlON. 

The trend among the surveyed executives continues to 
gravitate toxxard production (45 per cant) and marketing 
(27 par cent), duri-ng the later stages of their careers. 
Convoi'sely, E:<liiblt IV shows a trend away from engineering, 
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research, and finance. This confiriP.s vrhat one might 
logically suppose; that production is one of the most 
vital functions in an industrial corporation, V7ith 
marketing also playin.g an important role. 

VJithin LBl<, executives have been promoted to 
their present positions mostly from the marketing area 



in roughly the same proportion in which they developed 
their entire careers. All other functi.onal areas exist 
as stepping stones to executive positions in about the 
same relative frequency as primary functions. 

7. ;'IULTlPUi'''GTIOI'IAL EXklRIiNCT, Another indicator 
of the character of corporate management is v/hether their 
careers have developed in a single function or multiple 
functions. Single function, experience development 



indicates that an organization considers a function(s) 
or such overr'idj.ng impoi'tance that significant exposure 
to other areas is less important than, depth of experience 
in that favored function. 



Among executives in the survey group, 44.9 per 
cent had single funct.ion experience and 55.1 per cent 
v/orked in more than one functional area; roughly half 
and half. In IBX 74.5 per cent of all execvitives sta 3 ''ed 
in a single fi:nctior prior to becoming a company officer, 
with only 25.5 per cant working in multiple functions. 
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These statistics, of cocrse, corroborate etirlier 
indications of IDM's history of emphasis on the 



marketplace . 



8. SUi'il-iARY 0? kAJOh ROUTiS TO 



TOR 



Generally, executives in the survey group progressed 
to corporate offices raost often in the area of tech- 
nology and prorh’ction. The next most frequently 
travelled path v?as marketing, followed by accounting, 
finar.co and legal areas, 

AS v;e. have seen, the most V7ell traversed 
executive ro’.te in IBM is marketing, followed at 
some distance production and finance. 



Oth er IB M Ha na g er aent Character is t5.es , 

Line versus staff experience is a frequent 
subject of discussion with regard to top manageraent 
character. Of all surveyed exec’-tives, 72 per cent 
progressed through their careers in line functions. 

The It>M pattern shows line experience at abo’'t 82 per 
cert, with only occasional exposure-; of these execv.tives 
to staff functions. 

The inference here is that IBM values the 
executive v;ho has had experience v;ith operational areas 
even more highly than successful industrial corporations 
in general. Again, this characteristic is manifested 
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prira.:;.rily i;n the n.arhetiir, area, 

Onl}’ abo' t 39 p^r cert of 13. i e.':cc 
v7orked for other organl'-^at ?.o;,a , h'hj.le no 
statistic \7as extracted in the Top_Hariage 
this percentage is not high wrien consider 



ntives have 
s jrniiar 
ment survey, 
ing the great 



deal of job 
such as oil 
rr.av’hetir^ or 
here is that 
e.xec’-tives t 



mobil .it}’ in soxio other inch’strial areas 
compani'S , and the rate at tdriicli various 
ganisat io'-.s change porsonne]. , The inf ere;-:ce 
there is s''bs tantial loyalty araong 13.: 
o their corporation. 



This research has shoenn that there is a great 
deal of ho-.aogeno ity ar.ong 13.: ox.ecutives. host have 



one or two coli^^-ge degrees, and r.lorg7 
un5-vors ities . Unwritten standards of 
have long held an iraportant place in 



froia eastern 
dress and conduct 
Ibh’s history,^' 



The g.reat predorinanen of exec:’tj.ve experience is 
singularly' i' the area of inariceting. Forn\a.l and 

9 

contxi-uing education is held in high regard, ' Over half 
of all executives have served in the armed forces, 
ircLuding Tnoro.as J, i'atson v;ho vas an .Air Force Colonel, 
and .Arth”r K. Fatson, v7ho V7as an Army .-[ajor, both servi^i 

3 

extersi’vely overseas during and after '-’orld 'ar il. 



^zlodgers. Thiri:-. p. 11.2, 



2 



son, IBh BeLiefs, p. 61. 



^Rodv;ers. Thin’c. p, 222. 
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..early G3 per c.ent of all ■■;:ec fives sfi-fieo are 
bet\70(B'. 43 a.ric 59 yccys of a':p. All c-ro acu3.ve i'»'' 
local civic a- c social o:cA';.:'i<j'' t ilors tac-ir respoct ivo 
r.e side a C i a 1 a r a a c. , 

In o :'.e :ce3:Bectt hov;o je 'eify ip..''y ba re,2;arc3c'’ as 
rostricciva to ina’'-a3ei'’.3:.', t i'"- '.irich tlie narner of 
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it proc'-otes sier-olarity of objecti.vc ard p.otivatior , 
free ■ 1 3..ve appreciat ion of corporate poals is essert3-al 
to rp.p." 'p,asK-: 't '.’rityj or!li 3 '.ite:'ec inore la, and proc\-ctivit> 
of individ al.s thro 'jho.'t the orsar'i^ation. 

There is, h.o'rever, c“e reoarh often nade by 
Chairnan .^atson \:2iich nay ten.d to belie frrther 
anp 1 5 f xcat.lo.n of this p’ailosopliy of ho.i.oseneh.ty . 

He says, •> :e are arrays loohi -p for more ' ./ild duchs ' . ' = - 
Tills '''tate'nert is.dicates a vie~:' of honope; .eity tempered 
by a perceptive desire fo.r in-novative less thro'\pho- t 
the orparie at io • , InnovatiO;- has loeg bee'- a h.ey to 
entreprcc-'ce ral s”ccess; hos?ever, lb:, 'atson crdoebtodly 
sees it as i'.creasi'ap in importance vrith the ';ps- rpe in 
the G3/na-n3.cs of th^ ir'ter/at local society ar;d narhntplace. 



: son , lb. l_ jlH.ii - 1 s , p . 27. 



1 



71. THi F’JTiJRi: 



£ n:ier .glrr; Sy^iptoTS . 

The questior; of top .ma''3SG'nert proc’.irfc''a 2 rt 
ulti:aatsly resir^es in the broader area of recrniting 



and seLection of personnel, 1B;1, beca/se of its 
beliefs in obtairirg and retair.in.'g good people, is 
par'tic’larly concerred^ as is all rr-oderr. marasernent . 

In some circles, people are being capitalized 
as an asset or the balarc? sheet to be offset by 
f l'';cli’atior.s in owners ' eqrity, Lilcewise , soma 
incorria statements show rao’^etary gains and losses in 
parsornal valnation. This extent of personnol 



emphasis has beer recently frrthered by the University 
of Kichigan team of R. Lee Brummet and Rersis Likert 
in their experiments at the 11 , G. Barry Corporation.^ 

It is logica.l to look for expansion of this concept into 
the exaentiva management area, incl’-.ding quantitative 
evaluations of both individuals and events. 



The above example points up the value being placed 



^’‘How riuch is 
Jecember 29, 1959, p, 37. 
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or. p''OoLo in gerox'aL end rneragers i?' pax'ticv-Iar by 
co.^teraporary /inier lean b- ’S .1' esses . Mana.gerr.en t 
personnel are nov bei’^g loo’ced upon as a scarce 
resovree vrhich m/Sb be co.'.'.peted for end conserved. 
Preparations for the future in this area v’lll re- 
quire better use of talent, more competitive vTorV: 
environments, interesting challenges and consistent 
rev.’ards for efforts,^ 

Factors involved in this evolution are the 
national birthrate decline, rational grov?th in 
number’s and size of companies; increasing business 
complexity and greater demands from outside industry 
(i.e.. government, social organizations, and inter- 
national aid). To live \,nith these restrictions, 
businesses v;ill have to either reduce the number of 
executives required per function, identify and hold 
only good talent, i’ncrease the fut?.;re supply of executive 

talent throuigh training and experience, or upgrade their 

o 

personnel funct5-ons, O’r most likely do all four. 

Ingredients in the personnel area V7hich must be 
developed or enhanced to remain competitive in the field 
of executive talent are the following: manpov7er as sassmerit , 

^Arch Patton. "The Coming Scramble for Executive 
Talent." Harvard Bu s in es s Rev ie- .7 , liay-June 1967, p. 155, 

^ Ibi d. , p. 169. 
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promotion process aralysis and a thoroi’sh skills 
inventory, vdaother it is capitalized or not. 

The Yankelovich Survey of "The top 500” in- 
dustrial companies as determined by Fortunes shows 
some profonnd phenomena.^ Basically, these phenomena 
resi It in a true generation gap in business manage- 
rent emerging from the impatience of young managers 
and the resulting insecurity of the older executives. 
This i'"Security stems from the younger men's unv/illing- 
ness to v7ork their way up in the business hierarchy, 
and their lack of motivation by itior.ey aind position. 

The market for people and talent today is so 
demanding that high performers are shov^ing a great deal 
of mobilit}'- among all b’u.s inesses , The nev; motivators 
are now recognition, satisfact5.cn, responsibility, and 
challenge. Mary young people see these motivators more 
readily accessible outside the business community ‘where 
there is an opportunity for participation in, and 
formulation of, change. In order to satisfy these 
people and attract them to business management careers, 
companies are row having to allow young people the 
opportunity to run and inf licence their organizations 

Robert S. Dia.mond. "'..'hat Business Thinks." 
Fortune. December 1969, p. 115. 



a.'d sho^’ them that the bvisinoss or,;^a ,'.1-^;,:. tier is char;^eab].e „ 
In many cases, cou'ipanies ar*^.'. reorganizing for this speci- 
fic purpose.- 



Res po_ns c t o So cial De ir.a nd s 

Tha volatile nature of the Araericfin social climate 
today is having great effects o;o business. Young people 



are more avare 
every before, 
must be in tune 
a bo id possible 



of domestic ar.d v.’orld social problems than 
As a result, industry has realized thcit it 
with the same social factors iii order to 
alienation by new generations, and to 



attract and utilize the greatest ameung of talent possible 
from those generations. 

Specific iss'.’es around vAiich the current social 
demands are centered involve hiumanitarian equality, 
environmental conditions, v?ar, and in general, the 
quality of life. 



IBiu has responded to these demands in various v?ays . 
In the area of equal employ..ient opportunity, IBM is engaged 
in multiple prograras involving emplox’rrient , training and 
community rehabilitation on its os-m and in cooperation 
V7ith other organizations. It actively recruits in a 
number of Negro colleges, and attempts to hire raargirall}^ 



^ibid. , p. 116. 
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qualified e.T:ployo?s on tho basis of desire ard initiative. 
Under the arspices of the '^atioral .Alliance of Eusiness- 
nien, IBi-; is coodiicting a program to eraploy and train 
"hard core" employables in fo'-r urban areas. ^ 

Mors specifically, IBM opened a manufacturing 
plant in the Beef ord-Stuyvesant ghetto area of Brooklyn 
in 1968 which produces electronic cables and power supplies. 
The plant employs about 500 local residents. IBM is also 
sponsoring a "Street Academj^" training program for 

2 

disadvantaged youths to prepare them for college entrance. 

IBri has been applying its talents to other socially 

O 

beneficial areas as follows;”’ 

The subsidiary, Science Research Associates, is 
conducting pilot research and field testing of DXSTAR, 
a new learning system for the educationally disadvantaged 
and belo'W standard student. Six Chicago schools are being 
supplied with material and personnel to consult with 
teachers and evaluate the system's progress. 

lB;-i in Geneva, Switzerland has been v.'orking V7ith 
the v/orld Health Organization to set up a bio-inedical 
information service in 58 countries. 

^Letter from D. K. Reck. Bee. 11, 1969, 

^ Ibid . 

^Ibid . 



A water pollrtior system has beer ostabl isheri 
i.n j lor pe j Franca, and v.’eathor arslys5.s is beii.A 
cor.d acted at the 13m Scic-astif ic Center, incladins air 
pollv^tion moritorins and model-boa Idirg featux-es. 

l?ji\ ha3 developed a 'system to optimize the use 
and dis trib'.' t ion of policti nianpovaer , It ha.s also 
developed another system to nair/caio stc;tus of police 
vehicles and their sector assignraents in rlev? York City 
in order to facilitate; faistor response to emorgencies . 

An automatic fare coIlect:lon system has been 
established by IBH for the Bay Area Rapid Transit 
District (BART) in San Francisco, California, using 
magnetic credit cards instead of tokens, 

lB.ii‘ s Advanced Systems Developraent Division i.s 
working with t’na Urban Housing Model for the I ational 
Urban Coalition's Task Force on Urban Housing, Develop- 
ment and Investment. This model considers cost of land, 
acquisition, construction, investment, and jaeturn on 
investments . 

It is apparent frora the above projects that IBM 
is striving to make itself as attractive as possible 
as a socially conscious and progressive organization, 
as well as an active participant in the shaping of our future 
lives and environment. It is this type of consciousness 



V7hich is being; 



shown by mar:y leaciirg industrial ox'ga.ni- 
zations today. As a practical matter, it must ba stated 
that in ou.r capital in tic systoro., the motivations for such 
actions may be traced back to profits and satisfaction of 
stockholders through better management and more competent 
executives . 

9_ t ur e _Ma n e go r s . 

The foregoing remarks regarding social phenomena 
have been most often referred to as "anti-establishiraent ” 
sentiments among many young people. Where this relates 
to business, there is a convnon feeling that most college 
graduates are not attracted to business careers,- 

Surprisin gly , IBH maragemant finds little evidence 
of these aversions in young people. However, IBli specifie 
that they are hiring many yoi'ng people, most of whom have 
nav; attitudes, expectations, ideals and a desire to change 
things for the better. This reflection is in accord vzith 
previous findings of this research. 

Chairraan V/atson made the following comments to IBi-l 
management in December, 1969 on this very subject; 

If we, want to lead people li'ce this, we 
must demonstrate that we do not fear change, 

^ "Ahat Business Thinlcs , " p. 115, 



but -/elco'-ri^ it as a v'ay of life. 'rha 
truth is, fe'.' institutio !S ara raore 
radicai thar the truly dy'iaiaic business 
coi'poratio^„ Charge is; its life blood. 
Host great coaoau ios change as they 
grou/, or else they do not long survive. 

Yet in the cor tacts v;e have v/ith 
yo'tng people, v;e fird taany of them do 
not perceive charge as a dyranic factor 
•in bi;siness. Too often they don't sea 
beyond the v;eb of rules and jargon tha.t 
characteri^e large organizations. They 
don't see us respoi'iding, to the needs of 
our age. 



As jaaragers, our e,ttitude toward 
such ns'-vcomers can n.-:ihe a big differc;nco. 

If a ne\y erap'loyee coraes through with an 
idea, don't j;\st tell him w'e've looV.ed at 
that before and rejected it. Circumstances 
may have changed. The re'v? employee may have 
nev7 factors or a different approach. It is 
our job alv.’ays to be on the lookout for ideas 
that can be developed into’ constructive change. 

Except for the basic beliefs, v?e are 
p.repared to change almost everything about 
this company. This is the message v7e need 
to get across to the nev; generation. Yoi-r 
attit’ude v;ill tell the story better than 
argi' w’orcis.l- 



It is apparent that thex'e is emphasis on the subject 
of attracting bright, young people within the IDil organize" 
tion. In addition, 1311 conducts public affairs seminars 
every year v;ith college students v7ho are employed for the 
summer by lB;-i i'"; orde:: to obtain rapport and feedback on 



^Le 

personnel, 



tter from Palter J. Fedicord, IBM 
Arrnouk, i\. Y. , January 6, 1970. 



Vice 



Pres ident , 
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c'dapuc'.Ciori to tho attit'-.des and values of yo-jn^ people. 

These serniears attracted 1500 students in 1969, 

Early in lv69, 13M sponsored the first annual 
student symposium entitled *’The Corporation, 1970.*' 
liivited vrere 40 student laa^’ers from various U.S. campuses 
to corfex* vrith various IBH executives a^d guests fji'om 
other areas of busiress, una,vers ities and scientific 
groups. The purpose of the sj'mposium was to learn first- 
hand the students viev7S on subjects vitally important to 
them and to the f.mericatn corporation. Areas discussed 
v;ere : technology and society, the corporate role in 

urban affairs, corporations and government, corporate 
life on the inside,, and corporate involvement overseas,^- 

Although no neu.7 tr,rths vrera form'ilated or advanced, 
the disev'ssions v:ere candid and intense. The major goal 
v-’as achieved, in that two generations met and listejied to 
each other, perhaps creating bettesr ur.derstand5.ng. 

It is the idea that both the corpora t5.on and the po- 
tential fviture executive row attending college need to become 
better understood that is most important. Understanding and 
mutual appreciatio'" between these two grouips which are so 
essentrial to ou.r society is the only counterf orce to 
continued polarization. 



^ Jd)id, 

^“At Think Seminar, Stvidents, Executives Parry 
and Probe." Think. iiag.azine. ['ovember- December 196u, p. 18 
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Asido fro.a social attiCodes ard tha broad corsidera- 
tions affecting t'ae character of IB.-i’s futiire executives, 
there is perhaps a more svibtle and immediate change taking 
place in the IBM organizat ioxn. It is the slight drift frora 
the historically pervasive marketing emphasis toward 



technology, 

IBM has always been technologically adequate, but 
never a real pioneer in the hardware area. As long as the 
equipment has been competitively satisfactory, IBM success- 
fully chose to devote its efforts to salesmanship and 
thorough cu.storaer support,^ 

In 1964, IBM gambled that an entire new range of 
cou'putors (dys tera/360) 5 superseding nearly all others in 
its own product line as well as those of its competitors, 



v7ould be successfv:! enough to profitably justify the five 
billion dollar investment required. The significance of 
the decision to go ahead v?ith the project i.s rot so much 
that it has beer successful to date, but that it v?as made 
at the recommendation prSunarily of the System's developers 
and not its prospective sales managers. ^ in so doing, IBM 
overlayed its f^aditional marketing disciplines v?ith 



disciplines of scier.ca. 



Tough Test." Business VJeek. December 20, 

1969. 

^■'.I’ise. "IBM's Gamble," p. 120. 
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Ssvaral no table characteristics wex'e broiaght 
abo’-'t in I3K as a result of the System/350 decision. 

For the first time Ib'I became a major manufacturer 
instead of an assirmbler and inar’ceter. It became the 
v7orld's largest producer of integrated circuitry. For 
the first tame the domestic product live v/as identical 
to that marheting in other countries through the Uoirld 
Trade Organization. There have been three x-eorganiza-” 
tions actiov.'S si-'ice 1960, all contributing to the eleva- 
tion of technically ox'iented managers in the corporation 
hierarchy, .And finally, IBh's consistently healthy cash 
position V7as severely reduced bacaxise of the unprecedented 
need to finance expansion, ^ 



Although this action was precedent-setting V7ithin 
IBil, it is not unique to the industry. One of IBM's most 
dynamic and successful competitors, Control Data Gox''pora- 
tion has been concentrating on techiiology and engineering 
since its inception in 1956, Primary developer of the 
successful GDC 6600 and the v/orld's largest corapx’ter, the 
CjC 7600 is Seymour Cray, Senior Vice president at Control 
Datxi, Aside from Chairman Mill3.am iorris, he is probably 
the most influential ir.dividx’.al in the Contx'ol Data 



^ib id* , 



P. 113 
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orgar iv.atiori, a:'d is highly respected throughout the 
computer field as a technician and innova tox’. 

1PM 's decision to marlcet the System/ 360 has 
broader implications than jnst the demands of building 
and marketing the System. Information systems users 
are becomi-^.g increasingly competent and discern 5.ng in 
their use of equipment. They require less "hand -hold ing" 
and more hardware eff3.ciercy. They are becoming more 
concerned with costs a^^d effectiveness. IBM is being 
forced to resxxond with greater techriJ.cal competence in 
product design, inarketing , and ultacaately, toi) level 
management. 

IBM management is changing. Specif 3.cally, it 
is becoming more or3.ented toward technology and 
engineering. 



1 



"Control Data Tackles the Giant," 



p. 148 



VII. CO CLUoIO.. 



This research thesis has beer, an atteiript to 
characterize the too marasemert of one of America’s 
iT'OSt srccessfxil modern day indrstr iai corporatio..:S , 
Indie? tors of IBH's success have beer documented 
statistically and testlmorially . Reasons for that 
success have never been specifically determined, as 
they are certainlj?' many and interdependent. 

There remains, however, an assumption in 
business that whether a company seemingly thrives 
over a long period because of a healthy mat'kot, good 
cash position, or good fortune, thex-e must be sound 
management or the other factors v.’o'uld have only 
temporary effects. And so it is that by examining 
top management characteristics, ore may gain valuable 
insight into how a company operates and perhaps v.’hy 
it is so successful. 

The central question of this research is to 
pinpoint the characteristi.es possessed by iBtl top 
ri'anagement personnel that may contribute to IBM's 
extraordinary record, current status a'nd futv're prospect 
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Subsidiary questioiis pursi’'-d i^"' order to support: 
the raaiii question ore: ''hat evidence is thoro of 

lB*i success ard v;hat cons tiCutes that success? l/hat 
does the IBii organization structure looh like;? \.'hat 
are the key c::eG. tive positrions ir: that organizii.tiori? 
rhat are the generail characteristics of the e::ecut:Lvas 
occupying tliese positioi s? h'hat are the execv.:tive 
characteristics of similstr coispanies and v.’hy have 
sore been si.dlarly successful v/hile others have not? 
..'hat v/ill be j'Bli's top nar.agouent reactions to changing 
social at 1 5.tudes ? 

In Chapter 11, Ibni's success V7as established 
using recent historical financ5.al statistics fro.Ti 
v.'ithin the corapany, an.d by coraparisoa to top industrial 
corpo:ca tions according to Fortivne. Also certain 
tejitual co::L'i'.a.nts are q\.iot:o.d to shov that IBh is highly 
regarded in the industrial corar.-i-nity as an example of 
a successful and V7ell iv.anjaged business orgaruization. 

The lErl organization is seen to be carefull.y 
struct-.’red to clarify lincr> of co’Tjnunications and 
author it)x The marketing organization is highly 

segregated accordi-g to various mark.ets served. The 
emphasis or. marketing is apparent in this organization 



which is also bro’ten do'wn into product or service 
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category. yey exoci’fciva poEitiors are ge ..';rally those 
V7hich bear the titles of president, vice president or 
director, end extend fro;a heads of staffs and opex'atirg 
divisions up through chnir.nan of the board. Board 
directors v/ho do rot serve as cotiparg^ officers are rot 
incLvxled . 

iiXan5.natioe of other similar corapanies is also 
useful as a corriparative backdrop. Polaroid is similarly 
characterized by rapid technological grovth, peroe tuat ior. 
of a small couipar:y atmosphere, heav}/ emphasis on rrarketing, 
ar.d strong irfluence by o"'e man, gchrin Land. Another 
succassful CO apar:y, Xerox, who has not until recently, 
become an IBal competitor, is typical of the rapid grovrth, 
r.arketirg-'Oriented organization, Within IBX’s marketplace 
there arc Control Data Corpor<.ition ar.d Univac. Univac 
provided a notev7orthy example of the folly of technologi- 
cal expertise at the expense of market penetration, 
ruar.agoment fragmentat io’^ , and complacency. Control Data, 
on the other hand, is draa/ing ever closer to IBh in 
appsarcin.ee as it moves tov7ard marketing while IBM moves 
toward technology and erginGering, 

In analyzing IBM's top man.agem.ent characteristics 
the principle standard is the Stanford University sponsored 
study of 15 leading industrial companies. ^ Several 

^Holden, Pederson and Germane. To_p_ Ma a gem e r t . 

pp. 233-55. 
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concli'.s io::s e.re- clorivec’ froui the bi-O^rc.phical cuita on 
IBni's 43 top executives: 

1j 3>* ex9C'-:t ives ore slightly yov.-ngor than the 
Starifojtd survey sa:-'ple. The}’ are squally, if rot r.ora 
highly educated, with a higher percentagG having more 
than tv7o college degrees. A notable segment of IBii 
executives received their advanced edi’cations in well 
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ocher Char, thf- prevail ir ;5 attitude tov?ard 
rnarlco ting, it is evidort that Cop IBM executives are 
large 1}' similar to those of other successful industrial 
corporations. This is to be expected i”> a modern 
conpetitive enviro- mer.t . Beyond that, IBM executives 
are largely ho:noganeoi;s in training and backgx’ovind, 
leading to uniforiaity of purpose, beliefs, and goals. 

In exa^'Mning IBuMs history, it is apparent that 
a sense of lo.orality, competitiveness and image psrpetua- 
tion have played strong roles in pursuadJ^ng 13H managers 
to succeed. Tradition has also played an amportant role, 
but the co;:vartior:al hard traditions of Thomas J. V.’atson 
are nov/ ssen giving v?ay to more flexible beliefs 
conforming to the demands of societ}?. 

Recx*uitment of the potential top managers of the 
f VI Cure is presenting a dilemma to 13H as well as other 
business firms, IBM has rot solved this problem, but 
is taking measures to make itself socially responsive 
and more attractive to the executives of tomorrow. And 



because the way is not yet clear as to v;hat society's 
demands are to be, IBM is engaging today's young people 
to promote better two-way understanding and appreciation 
In a closer look at IBB. top management, it can be 
seen that tiiere remains an overriding competitive spjjrit 
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embodyi 2 hard-hitrti 3 raarb^-t ing tactics, a deraand for 
exec.'tiva loyalty, acd a large corijorat-:! ego,-- lit-t 
rrer. ident, T, V. I.earson is deaiaridirig of a.ll his 
subord iaates and intolerant of dissentiovu^ On the 
subject of corporate ego, Thoraas gatson Jr. had said 
that IBH always acted bigger, more sophisticated and 
rfiOre successful than the balance sheet showed. “* This 
is an expx'ession of the original ’’atson evangelism.. 

Iron5.ca.lly , IB.' i has not beer among the first 
to fully employ sophisticc; ted computer .sj>-ste.ms for 
coordinatio.n and manage-ment D.nfo.riaation because of .Its 
desire to maintain the small company env 5 .ron:?ient. It 
nov; finds this rtaasura necessary to hold the organization 
together. Its rna.nagement inf ormiition system :lr.stalled 
-in 1967 i.s araong the most advanced. 'Whether this w 5.11 
a.t last destroy the atmosphere that IBid has sought to 
perpetu-ate is still unknovm.^' 

i-Iany other problems are to confront IBM 5.n the 
future, bv!t the att5.ti.'de tO':?ard the future business 



^Rodgers, Th_^k, p. 200. 

^I_bid, , p. 2^!-9. 

3 

".'here IDR Looks for Gro'7th, " Business Week, 
June 15, 1968, p. 91. ~ 

^■'Ibid. , p. 88 , 
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environment is clear. Management positions on social 
and b’''siness matters m-ist not be stereotyped or they 
will not be seriously regarded. Constructive and 
reasonable alternatives must constantly be sought. 

Thomas \;atson, Jr. has stated that buts inesses 
characteristically have shown less 3-nnovation to 
public problems than to company problems. He fxirthcr 
says that this trend must be reversed in order to avoid 
a double f tandard and conflict of interests,^ 

The same thesis has characterized IBM as a 
company which has built noteworthy successes on 
tradition, competitiveness, sense of morality and 
cohes iver.ess , IBM's top executives of today vrere 

schooled on these principles, v;hich are novr being 
challenged as means to successful ends. 

ISM, however, has prided itself on educated 
enlightenment and the ability to change. As long as 
iSl's executives remain loyal to the beliefs expressed 
by their Chairman, change v7ill be a primary factor 3.n 
their corporate thought. Perpetuation of IBM’s success 
can only be brought about through additional enlightened 
ir.anagers as time goes or. 

The centra.l questions regarding the effects of 

^Jatson, Jr. Be 1 i e f s . p. 99-106. 
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appll.od for som^ tLue to come, oven though individual 
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